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TO THE SHAREHOLDERS: 


During the first half of 1972, records 
were established in volume of new 
business and in total receivables out- 
standing. 


Earnings applicable to common shares 
increased by 19.9% to $10.17 million, 
equivalent to 81° per share compared 
to 69 in the same period in 1971. 


It is expected that the higher level and 
sound condition of receivables, with the 
general improvement in the economy, 
will ensure continuance of improved 
earnings through the remainder of the 
year. 


K.H. MacDonald 


President 


Friday, August 11, 1972 


Summary of Earnings 
SIX MONTHS ENDED JUNE 30, 1972 


EARNINGS First quarter 
Second quarter 


First half 


PREFERRED DIVIDENDS: 
DEDUCT First quarter 


Second quarter 
First half 


EARNINGS APPLICABLE 


TO COMMON SHARES First quarter 
Second quarter 
First half 

EARNINGS PER COMMON 

SHARE CALCULATED ON 

DAILY AVERAGE OF 

SHARES OUTSTANDING First quarter 

(Note} Second quarter 
First half 


DIVIDENDS PAID PER COMMON SHARE 


NOTE: 

The daily average of common shares outstanding during 
the 6 months to June 30, 1972 was 12,465,905 
(1971-12,167,230). At June 30, 1972 common shares 
were reserved as follows: 164,584 (1971-240,1 72) 
under stock option plans; 510,900 (1971-—598,700) at 
$12.50 per share in respect of purchase warrants; and 
217,680 (1971-677,600) at $12.50 per share for con- 
version of Subordinated Debentures if converted before 
October 31, 1972 or at $14.28' per share thereafter 
on or before October 31, 1977. Assuming that on Jan- 
uary 1, 1972 all these 893,164 shares reserved had 
been issued, ‘fully diluted’ earnings for the six months 


iss is ge 


IAC LIMITED ano sussiniaries 


1972 ey 
$ 5,000,000 $ 4,205,000 
5,690,000 4,816,000 
$10,690,000 $ 9,021,000 
$ 260,000 $ 267,000 
258,000 . 267,000 
$ 518,000 S$ 534,000 
$ 4,740,000 $ 3,938,000 
9,432,000 4,549,000 
$10,172,000 $ 8,487,000 
$ 0.38 5 0.32 
0.43 0.37 
$ 0.81 5 0.69 
$ 0.40 $ 0.40 


ended June 30, 1972 would have been 77 cents 
(1971-64 cents} per share. The calculation assumes that 
earnings applicable to common shares were increased: 


(1) by $50,000 representing the elimination of interest 
net of income taxes attributable to the 7% convertible 
debentures; and_ 


(2) by $144,000 representing interest at 6% p.a. net 
of income taxes imputed to a national reduction of 
borrowings by application of the funds which would 
have arisen had all options and purchase warrants 
been exercised. 


Consolidated Statement of Earnings 
FOR THE SIX MONTHS ENDED JUNE 30, 1972 


GROSS INCOME 


EXPENDITURE 


Cost of borrowed money— 
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General and administrative 


PROVISION FOR INCOME TAXES 
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Deferred 
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LIFE ASSURANCE SUBSIDIARY 
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Incorporated under the laws of Canada Feb. 7, 1925 


Head Office: 45 St. Clair Ave. W., Toronto, Ontario 
MAV 1K9 


Si vous désirez recevoir un exemplaire en francais du 
Rapport annuel de I’IAC, veuillez vous adresser au 
Secrétaire, IAC Limitée, 45 ouest, ave. St. Clair, Toronto, 
Ontario M4V 1K9 


Report of the Directors 
to the Shareholders 


Earnings applicable to common shares for the year 1972 
amounted to $21.0 million against $18.4 million in 1971, 
an increase of 14.2%. This was equivalent to an increase 
of 15¢ to $1.65 per share thus marking a growth In total and 
per share earnings for ten successive years. The dividend 
paid per common share was 84¢ against 80¢ in the previous 
year. Accordingly, 1972 was the 36th consecutive year In 
which dividends were earned and paid and in each of the 
last 17 years the pay-out exceeded that of the preceding 
year. 


It will be noted that the number of common shares out- 
standing increased during the year from 12,306,118 to 
12,988,399. A total of 962,270 shares were Issued under 
conversion rights-of holders-of the +967-series-of subordi- 
nated debentures, and 130,011 under purchase warrants 
and the personnel and stock option purchase plans. The 
number of common shares reserved for issue at year end 


was 821,163 versus 1,419,024 at the end of 1971. 


The total volume of business transacted during the year 
was up 22%, exceeding for the first time, 2 billion dollars. 
The growth in receivables of $226 million or 19.9% accom- 
plished in 1972 was the largest in the history of the Com- 
pany resulting in the doubling of year-end totals in ten 
years. Growth in newer categories of receivables, notably 
leasing and residential mortgages, complemented the higher 
levels in the more traditional lines of business. 


Since receivables represented 95% of the company’s assets, 
| their sound condition is of great significance to share- 
_ holders. The trend to lower ratios in defaults, charge-offs 
| and loss exposures has continued and is expected to be 
maintained as a consequence of the change in the mix, 
the high quality of receivables, the careful selection of 
business, and attentive administration. 


This change in mix brought about by successful intro- 
duction of new programs resulted in lower yields and a 
narrowing of traditional spreads. While consumer receiv- 
ables have increased more than the increase in the market 
potential from which this business derives, the greater 
escalation in the growth of business receivables has had 
the effect of reducing historical patterns In income while 
improving the ratios of expenses, write-offs and potential 
losses. 


The two insurance companies, The Sovereign Life Assur- 
ance Company of Canada and Merit Insurance Company 
have successfully combined a number of their operations 
in the interest of economy and effective co-ordination of 
marketing. As an important part of this program, W. R. 
Livingston, President of Sovereign, was also elected 
President of Merit in 1972. 


During the year $65 million of long term debt was issued, 
consisting of $35 million IAC Secured Notes Series “39”, 
$15 million Niagara Finance Company Limited Debentures 
and $15 million Niagara Realty of Canada Limited Secured 
Notes Series “C”. : 


Early in 1972, it was announced that a substantial interest 
had been acquired in International Capital Corporation 
Limited,a management advisory and venture capital com- 
pany. Later in the year, in collaboration with three other 
major financial institutions, IAC formed The Sovereign 
Mortgage Insurance Company whose primary business will 
be the insuring of high ratio mortgage loans. Also in 1972 
an investment was made in a data processing company 
which is contracted to perform EDP services for IAC, and 
keep management abreast of new developments as they 
OcCCUTr. 


The following elections and appointments by the Board 

of Directors were announced during 1972: 

J. S. Dewar and J. S. Land to the Executive Committee 

F. P. Paradis, Senior Vice-President 

B. F. London, Vice-President 

C. R. Stewart, Assistant Vice-President as Assistant 
Secretary 

L. G. Gravel, Assistant Vice-President 

S. S. llagua, Treasurer 

L. C. Harbour and J. F. McCabe as Assistant Treasurers 


Your Directors commend the staff of the organization for 
their notable achievements during the year, and wish to 
express appreciation for the dedication, judgement and 
effort reflected in the results reported. 


Your Board expects that higher levels of receivables will 
be attained in 1973 with the increases in more direct pro- 
portion to growth trends in the Canadian economy. During 
the current year management and staff as well as IAC’s 
strong financial position should enable the Company to 
Surpass many of the records established in 1972. 


On behalf of the Board 


Chairman 


3 ee 


President 


The [AC Companies 
Business and 
Industrial Services 


In the past decade, the IAC Companies’ total receivables 
have more than doubled and their composition has been 
significantly altered. A major factor in this growth has been 
the very significant diversification which has taken place. 
|IAC’s policy of constantly seeking to develop and market 
new financial services has led to several timely diversifi- 
cations which have made important contributions to the 
Companies’ overall success. In the interests of clarifying for 
IAC shareholders the present position of these Companies 
and the role they now play in the Canadian economy, the 
following is a brief explanation of the various services 
offered to business and industry by the IAC Companies. 


Purchase Credit for Business and Industry. Purchase credit 
has traditionally been one of the principal services of the 
finance industry. Its basic element is the conditional sales 
contract, which obligates the purchaser to pay the vendor 
for goods purchased on instalment terms. By buying these 
contracts for the amount owing after deducting an appro- 
priate service charge, [AC provides vendors with immediate 
cash for the goods sold and relieves them of any delay in 
receiving payment and attendant administration costs. The 
purchaser, in turn, makes a deposit, obtains the goods with- 
out requiring cash for the balance, and is often able to 
make subsequent payments out of the revenues generated 


or savings effected by the item or items purchased. There 
are many variations of this basic mechanism, designed to 
suit the needs of particular industries. For example, a con- 
struction firm which is inactive during the winter months 
might arrange to make payments on equipment only dur- 
ing that part of each year when this equipment is active 
and earning income. Among the sectors of the Canadian 
economy where purchase credit is widely used are trans- 
portation, materials handling, farming, construction of all 
types, and most resource industries. The extreme flexibility 
of the purchase credit mechanism makes it possible to 
apply it to virtually any situation. IAC has participated in 
the financing of all types of revenue-producing machinery 
and equipment ranging all the way from dentists’ drills to 
huge earthmoving machines. 


Wholesale Inventory Financing. Wholesale inventory 
financing is simply a specialized commercial form of pur- 
chase credit. Dealers in manufactured goods, especially 
automobiles and trucks, must stock large inventories which 
involve considerable cash outlays. These expenditures can- 
not be recovered until all the units are sold at the retail 
level. IAC’s wholesale inventory. financing plans relieve 
dealers of this burden by buying manufacturers’ wholesale 
sales contracts covering goods ordered. These contracts 


are paid out by the dealers on a unit-by-unit basis as 
retail sales are made. More than 25 per cent of all motor 
vehicles on Canadian roads today—including products of 
every make and model, domestic or imported — were 
originally financed by IAC in this way. At present, this type 
of financing is confined to dealers who also use_lAC ser- 
vices to finance their retail sales. However, in the near 
future IAC will be introducing wholesale financing plans 
designed for dealers in a wide variety of durable goods, 
where retail sales financing by IAC will not be a factor. 


Leasing. IAC first introduced leasing facilities to commer- 


cial and industrial clients about 15 years ago. This new 
service met with an enthusiastic reception in all sectors of 
the economy, and today it constitutes the fastest growing 
segment of its business. Leasing provides a sound, eco- 
nomic alternative to debt financing as well as an additional 
source of credit. In a typical lease transaction, the client 
company selects the equipment it requires from the sup- 
plier of its choice and negotiates the purchase price. IAC 
then arranges to buy the equipment from the supplier and 
lease it to the client. The terms of the lease are usually 
arranged so that payments are spread over the economic 
life of the equipment involved. The principal advantage to 
the client is that he has the use of needed new equipment 
without major capital investment. Leasing also leaves the 
client’s other sources of credit and capital unimpaired and 
available for other purposes. When a corporation plans a 
substantial investment in fixed assets, an examination of 
cash flow, tax and other considerations often shows leas- 
ing to be the most advantageous financing medium. 

Because leasing has attracted such a wide variety of clients, 
it has become useful to develop many specialized plans. 
Often, transactions are of such size and complexity that 
they are designed and negotiated on an individual basis. 
In this way, IAC has completed multi-million dollar leasing 
arrangements with many of Canada’s largest corporations 


in such fields as shipping, grain handling and storage, 
computer services, food processing, resource development, 
railways and airlines. Leasing is for many companies the 
most versatile financing medium available today, and can 
be applied to virtually any kind of capital asset. It is entirely 
feasible, for example, that IAC might lease to a client an 
entire plant facility such as a pollution control unit, includ- 
ing the costs of design, engineering and installation. In 
such an instance, the fact that leasing does not materially 
affect other capital investment programs Is vitally important. 
Of course, leasing is also widely used in smaller businesses, 
and plans have been devised specifically to serve these 


markets. For instance, IAC has lease plans designed for 
distributors of such things as office equipment, trucks and 
containers as well as transportation and construction equip- 
ment. There are also plans tailored to the needs of a 
specific clientele, such as members of the dental or medical 
professions. In the case of new members of these pro- 
fessions, aspecial plan allows them to delay the commence- 
ment of their lease payments during the initial establish- 
ment of their practice. 

Another variation is vendor source leasing, which allows 
machinery and equipment distributors to sell products to 
IAC for lease to their customers. These lease agreements 
may be initiated by either the user or the vendor. 


Commercial Mortgages. |AC’s Capital Funds Division spe- 
cializes in first mortgage loans on properties or land under 
development where conventional first mortgage financing 
may not be available. Second mortgage loans, of a short 
or medium term variety, are made on all types of income- 
producing real estate. To assist clients in ‘bridging the gap’ 
at the start of construction or development of an industrial 
or commercial property, interim mortgages are made avail- 
able. These mortgages are later paid out by conventional 
first mortgages when the property is fully developed. IAC’s 
mortgage business is structured to offer services beyond 


those normally available to business and industry from 
such traditional first mortgage lenders as banks, insurance 
companies and trust companies. Typical customers for 
interim first mortgage loans are shopping centers and 
similar commercial development projects. Another impor- 
tant field is that of hotels and motels, where first or second 
mortgages are often arranged for such purposes as acquir- 
ing new furnishings and equipment. 


Insurance Services. Sovereign Life Assurance Company 
of Canada and Merit Insurance Company are wholly-owned 
subsidiaries of [AC Limited. Both companies offer special- 
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ized insurance services for business and industry. Sovereign 
Life’s variety of life insurance products includes a form of 
sickness and accident coverage which insures IAC cus- 
tomers’ instalment payments in the event of illness or 
injury. Sovereign also underwrites the life portion of IAC 
retail accounts. Partnership insurance to protect equity Ina 
business is also available. Merit Insurance provides blanket 
physical damage coverage on automobiles and other types 
of mobile equipment financed by IAC. Coverage Is also 
provided on light industrial equipment. In addition, drive- 
away and demonstrator coverage can be arranged for indi- 
vidual auto dealers. A growing area of new business 
emerged in1972 when Merit began writing limited amounts 
of commercial fire insurance. 

In examining the spectrum of services offered by the IAC 
Companies, it is apparent that while they are diverse and 
flexible, they are also closely inter-related. This fact creates 
considerable potential for efficient marketing and adminis- 
tration, while at the same time creating a broad business 
base. During the course of 1972, another element was 
added in the form of The Sovereign Mortgage Insurance 
Company. IAC, in collaboration with three other major 
financial institutions, formed this new company which will 
commence operations during the current year, and is ex- 
pected to add further strength to the [AC Companies. 


The [AC Companies 
Consumer Services 


[AC began as a consumer-oriented auto sales finance com- 
pany and this service continues to be an important part of 
its total business. During 1972 the Company achieved 
record levels of receivables and earnings in auto financing, 
despite increasing competition. Other consumer services, 
particularly personal loans through Niagara Finance Com- 
pany Limited, are showing strong growth patterns. The 
principal consumer services offered by the IAC Companies 
are: 


Retail Purchase Credit. As described under Purchase Credit 
for Business and Industry, the basic instrument in this field 
is the conditional sales contract. IAC buys these contracts 
from dealers who have sold goods to retail customers on 
instalment terms. The majority of such contracts cover the 
purchase of motor vehicles, but many other types of durable 
goods are also financed at the retail level in this way. 
In recent times, mobile homes have provided a major source 
of new business, and this field continues to be very attrac- 
tive. IAC has obtained a major share of the available financ- 
ing market for such homes which are transported by road 
to prepared sites and installed. Finance plans are specially 
designed to meet the needs of mobile home owners. Similar 
finance plans cover such less-expensive items as travel and 
camping trailers, snowmobiles, pleasure boats and other 
recreational vehicles. While competition from banks in the 
retail sales finance field has intensified recently, many cus- 
tomers now avail themselves of both types of credit, using 
sales finance for durable goods purchases, and holding 
bank credit available for other personal uses. 


Consumer Loans. Niagara Finance Company Limited, a 
wholly-owned subsidiary of IAC, is the largest Canadian- 
owned consumer loan company. It maintains a coast-to- 
coast network of over 250 branches in Canada, as well as a 
dozen in the United Kingdom. Under the Small Loans Act, 
Niagara offers instalment cash loans of up to $1,500. In 
addition, larger loans up to $5,000 or more are made, and 
sales financing services for the purchase of a variety of 
durable goods are provided. Over 15,000 loans and pur- 
chase contracts are transacted each month with people 
from all walks of life. The service is confidential, speedy 
and personalized. Bankable security is not required and 
security of any kind is generally secondary to the basic 
credit requirements of character and ability to repay. En- 
dorsers are seldom necessary. Niagara customers borrow 
money for as many reasons as there are to spend it. Typi- 
cally, the amount needed is not large and is used for such 
commonplace needs as home or car repairs, sudden medical 
bills, school tuition fees, or vacations. Niagara is organized 
on a concept of geographic decentralization in order to 
concentrate as much administrative strength as possible 


in the marketplace. This ensures that customers receive all 
the personal attention they require, despite the large overall 
size of the Company. The success of this policy and the 
Stability and maturity of the consumer loan market in Canada 
is reflected in the steady growth Niagara has experienced 
from year to year. 


Residential Mortgages. Three companies in the [AC group 
provide mortgage funds for residential properties. 

Niagara Realty of Canada Limited and Niagara Realty 
Limited offer more specialized mortgage services for 
individuals. These companies provide some first mortgages 
as well as second mortgages, which are often used for such 
purposes as freeing up funds required for other needs. 
Substantial demand for second mortgage accommodation 
Originates trom the so-called interest-averaging concept. 
Such transactions permit borrowers to retain existing low- 
interest mortgages by combining them with second mort- 
gages. The overall interest rate thus achieved is generally 
lower than the rate on a straight first mortgage renewal at 
Current interest levels. 

The basic objective in mortgage lending by IAC Companies 
is to provide flexible and competitive financial services in 
those areas of the Canadian mortgage market which are 
not completely served by other mortgage lending insti- 


tutions. For example, Niagara has made special efforts to 
extend its services to relatively remote areas of Canada 
that might not otherwise have easy access to mortgage 
funds. Over 200 Niagara offices across Canada can offer a 
full range of residential mortgage services. 

As is traditional with life insurance companies, Sovereign 
Life has a substantial investment in conventional first 
mortgages on commercial and residential properties. 


Insurance Services. |AC’s two insurance subsidiaries, Sov- 
ereign Life and Merit, both offer coverages to consumers. 
Any customer using an IAC finance plan, such as an auto 
buyer, has occasion to benefit from Sovereign sickness 
and accident coverage which will continue his instalment 
payments in the event he is unable to do so. Both com- 
panies also write insurance policies directly with con- 
sumers. Sovereign offers a complete range of life insurance 
protection, guaranteed annuities, and estate planning ser- 
vices. Merit underwrites comprehensive automobile and 
home insurance protection as well as broad coverage for 
public liability and property damage. 


This brief review of the services available from the IAC 
Companies would not be complete without some mention 
of the size of the total organization. Today, less than 50 


years after its founding, IAC Limited is a major Canadian- 
owned and managed corporation with more than a billion 
dollars in assets, doing business in all parts of the country, 
including the far north. Every working day, the IAC Com- 
panies make over seven million dollars in credit available to 
consumers, commerce and industry. The officers and man- 
agement of these companies recognize the important role 
they are now playing in the development of the Canadian 
economy, and they are determined to continue growing 
with Canada. 


General Commentary 


Sources of Gross Income Chart 


(Before Provision for Doubtful Receivables) 


1972 


Marketable investments 1% 


Gross Income at $147.6 million established a new high 
and was up 6.6% over 1971. The increase was mainly 
attributable to higher average receivables on some of 
which, especially in the retail sales financing area, yields 
declined as the result of new plans and rates introduced 
during the year to enhance the marketability of the 
company’s services. However, the reduced margins were 
an important factor in developing record volume and an 
improved market share. Gross income by source Is detailed 
in Chart 1. 


Money Costs increased by $3.1 million from the previous 
year aS average borrowings were $53.7 million higher. 
The average cost of borrowings, on a consolidated basis, 
was 6.6% (1971—6.7%). 


General and Administrative Expense increased by 6.1% 
over the previous year. This expense represented 29.3% 
of gross income (1971—29.4%). In the budgets developed 
for 1973 great care was exercised and every effort will 
be made to restrain those costs which are controllable. 


Casualty Insurance Claims incurred by Merit Insurance 
Company were up 3.5%. The loss ratio was 69.12% vs 
68.35% for the previous year. However, expenses were 
reduced from 37.4% of premium income to 33.7% and 
earnings increased to $420,670 (1971—$178,905). The 
detailed results are contained in the Merit Insurance 
section of this report. 


Your Life Insurance Subsidiary enjoyed another record 
year in new business volume. Details of results may be 
found in the Sovereign Life Assurance section of this 
report. The parent company’s portion of the increase in 
unassigned surplus of this subsidiary increased for the 
sixth consecutive year and at $605,000 was double that 
of the previous year. 


Composition of Gross Income Distribution Chart 2 


1972 


Consolidated Earnings at $22 million were up 13.3% and 
represented 14.9% of gross income (1971—14.0%). After 
preferred dividends, earnings applicable to common shares 
were $21 million, an increase of 14.2% for the year. 
Dividends paid on common shares totalled $10.7 million, 
up 9.9% from 1971. This represented 51.3% of earnings 
(1971—53.3%). 

It is of interest to note that at year-end 96.2% of your 
company’s common shares were owned in Canada. 

Your attention is directed to Chart 4 which illustrates the 
growth of your company’s receivables and the change in 
their composition which has taken place over the past 
decade. Whereas considerable progress has been achieved 
in the traditional field of consumer financing, business 
financing has grown more rapidly. Commercial and in- 
dustrial receivables now constitute about 58% of the total 
portfolio as compared to less than 50% in 1962. 


Wholesale Receivables, arising from the financing of dealer 
inventories, increased 21.5% in 1972. 


MM Earnings Per Share $ Chart3 
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Receivables and their Composition 


1962 Total $606,203,000 (100%) 


1967 Total $893,828,000 (147%) 


Chart 4 


1972 Total $1,364,068,000 (225%) 


Retail Sales Financing Receivables at December 31, 1972 


were 17.4% higher than at the previous year-end. 

The increase in the Consumer Loan Portfolio at 9.0% 
reflected a substantial improvement over the 2.3% growth 
_achieved the previous year. 


The Residential Mortgage Subsidiaries enjoyed buoyant 
demand for their services. Receivables at year-end were 
up by 23.9%. 

The Commercial Loan Portfolio continued to decline grad- 
ually. As noted in previous reports, reduced emphasis has, 
for several years, been placed on this area of business in 
favour of the more attractive capital asset leasing field. 
However, plans have now been completed to engage in 
commercial mortgage lending in selected areas of the 
country where personnel with specialized experience can 
be deployed to handle this type of business. 


Leasing continued to show most encouraging growth. 
Included in those using our services are various levels of 
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government and some of Canada’s largest corporations 


engaged in resource development, transport and manu- 
facturing. Receivables of $221 million at year-end re- 
flected an increase of 49.5%. It should be noted that this 
total reflects our investment at the balance sheet date. 
If the statement were presented by another method which 
is commonly accepted, this asset would comprise the 
total rentals receivable under the leases concerned and 
would amount to $308 million. 


Allowance for Doubtful Receivables at $16.6 million was 
equivalent to 1.22% of receivables. In the opinion of your 
management and your company’s auditors this amount is 
adequate in relationship to the portfolio. Consolidated net 
losses, as a percentage of average receivables, were .35% 
as compared to .49% in 1971 and .57% in 1970. 


The total of Marketable Securities and Commercial Paper 
receivable was reduced by approximately $30 million 
during the year. The decline resulted entirely from disposal 
of securities which had been held by the parent company 
as a liquidity reserve against fluctuations in the availa- 
bility of short-term funds. With lines of credit from 
twenty-eight banks in Canada and the U.S.A. of which an 
average of over $225 million was unused throughout the 
year, the retention of these securities was considered 
unnecessary and the funds released by their sale have been 
invested in more profitable areas. 


The traditional strength of the company’s balance sheet Is 
enhanced by the excellent condition of its receivables. Its 
long-term securities continue to receive excellent accep- 
tance by investors. Its short-term notes enjoy the top 
ratings of both Standard & Poor's and Moody’s. Large 
lines of bank credit are available. Thus, your company 
is in an excellent position to take advantage of oppor- 
tunities for further growth and expansion. 


Financial Statements 


IAC Limited and subsidiaries (note 1) 


Consolidated Statement of Earnings 1972 1971 
For the year ended December 31, 1972 $000's $O00's 
Gross: Income:(NOlE 2D))ia5 av yee Ba es ete te en 147,635 1365502 | 
Expenditure (note 3) 
Cost of borrowed money— 
SCCUOGEMOLES Kee. Seas oe tan A atin Aes nett Ce a 47,902 45,080 
MeDOMTUTES yeas sarees ec 5 Goes ee ee 8,017 1,198 
65,919 52,838 
Casualty insuranee: claims Incurred ....5 4... eee 6,739 6,510 
Generalzand: administrative: 2.1 cesses een ene 43,214 105,872 40,740 100,088 
41,763 38,414 
Provision for Income Taxes (note 5) 
CITT ila ccd ano wi cere AR SE ee 6,406 LOLS GY 
Deterred 2.4 Aeshna ees ee ee ee 16,273 8,930 
Less: Recovery of prior year’s income taxes (note 6) ... 2,305 20,374 19,299 
21,389 19,115 
Parent company’s portion of increase 
in unassigned surplus of life 
assurance. SUDSIGIANY ssn. oe lee a 605 300 
Earnings. sedi tee oo ene ase ce 21,994 


19,415 


IAC Limited and subsidiaries (note 1) 


Consolidated Statement of Retained Earnings oz2 1971 
For the year ended December 31, 1972 $000’s $O000's 
RIM ME NO NVCAT ty Seren ro ane nc eked Wee aad kU stew olelbeed ex 21,994 19,415 
Meme de -rOnroreterred Shares. 5 eo oa i ec ee ewe ee ees 1,034 1,064 
Eamads applicable to,Common Shares. 4... 6. ce ee eee eee 20,960 1S730 | 
Dividends on common shares at $0.84 per share (1971—$0.80)............... 10,744 3729 
Peres ralMeCi inthe DUSINGSS... 5 ccc. ge oa ea cad ne we ee we ee Pee we 10,216 8,572 
Gain on preferred shares purchased for cancellation....................0.0.0. 50 SV 
igeteg eo inretained Carnings for the year.... 6. ee ee ee ee ee ee 10,266 8,624 
ee re ceearnihigs-at beginning Of Vear.. Wo. bah wag he ele woe Oe eee 106,257 97,033 
meee eeCoMminds-at-end Of year (NOE 7)... 0. kis oa oe ee oR ee 116,523 HOG 257 
1972 1971 
Common Stock Earnings Per Share $ $ 
~ Calculated on daily average of common shares outstanding—12,694,400 shares; 
eee 20 fe O SINATES, (MOTE, S.)- cas ne oa es ol van es ale ah eek ees Pa 1.65 1250 


IAC Limited and subsidiaries (note 1) 


Consolidated Balance Sheet 
as at December 31, 1972 


1972 UOT Aa 
Assets $000's $000's 
Current Assets 
Caste i er ee ee le eee a ee 28,202 30,638 
Receivables— 
Sales financing—wholesales..% <5 ac... eece en petri eee ee 215,289 THAASE 
= fOtall cers cis a bi ata edly teste Sera Ee 606,912 516,973 
Brealey lOaMS cc > op xckict heb es ye eek Bees a, 2 eet oe 19,447 1716 
Consumer lOanstis.c a0 oS 0s SS cles eee ee es 173,487 T5oxOZ 
Residentialimortqagess.:.. 2s. ssc dass aos Son 51a 2 ace ee ecm ee 94,148 TOO 
Gommercial loans: %..~. os 2s.4 ves bee ee eee 31,346 39,501 
LeaSiNG avec iewly.d a pew Eb A Rls’ eere a eee 220,668 147,618 
Otel ic ee ee ech a, es Se ge ee 329 879 
Property, vehicles. and equipment held tor salen. 5. es eee 1,442 2230 
1,364,068 1,137,244 
Allowance fordoubtiul:receivables. 0) ora:2 25 cmeme eee nee 16,633 16,384 
1,347,435 1,120,857 
Income taxes reCOVErables 2.stccicia ac sen ee eee 3,957 
Webips92 1,120;857 
Marketable securities—at cost or amortized values plus accrued interest 
(quoted value 1972 —$23,532,000; 1971— $24,382,000) (note 9).......... 24,247 26,022 
Commercialspaper receivable. 243 2.85.5 =, mate ee 9,362 37,478 
33,609 63,500 
1,413,203 1,214,995 
Other Assets and Deferred Charges 
Cash committed for debenture and preferred stock retirement................. 491 442 
Investment:-in lifesassurance:sulbsidiany. (note: |2).er.. ae eee ee 5,554 4,949 
Investment in other companies—at COst, m=. a) eee ee ee 2,194 657 
Leasehold improvements and prepaid expenses....................0.00000e 2,401 RSiZ 
Unamortized-debt.discountandsexpensese.. sje ene een oa eee 8,014 6,059 
Premises and equipment—at cost, less accumulated 
depreciation of $5,159:000 (1 9712—$4.919, 000)... 7. 2 eee ee es 4,351 4,026 
23,005 17,945 


1,436,208 


Signed on behalf of the board L. E. Nichol, Director 


1,232,940 


K. H. MacDonald, Director 


IAC Limited and subsidiaries (note 1) 


Consolidated Balance Sheet 
as at December 31, 1972 


Liabilities 


Current Liabilities 


Unearned Income 


1,436,208 


1972 1971 
$000’s $000’s 
eee ORCA OMOOMIK HOANS). sara octes GY jul cis creeds 4 a ka wig ees ware @ betes 26,527 26,000 
eR CRS HO RU FENIN UM OLS a tare tipne ents yet eed eh eet ace ivca ole wis als Gaines @ aed wnat 313,926 248,852 
Pecounts payable and accrued fiabilities.. .. 0. ee ew wes T1270 49,561 
Re ERE A Ce SHU RN Rats ese tens Senior eal Gotolts agi 9b ah ain, how she ale Poa 918 BNo2 
ROC ON DOL CCSt nets tee rnd oe ah Cis Fee de Oe ee 16,331 16,343 
434,978 345,888 
Secured Medium-Term Notes (Schedule A and note 11)...................20.. 169,463 149,586 
Secured Long-Term Notes (Schedule B and note 11)................ 2.00000 05. 351,012 312,691 
_ Debentures PS CHeCOUleRe caliCenOte sd 2kiswhantectnomene Witete micas Sesto enema area: 100,633 93,894 
Subordinated Debentures (Schedule D and notes 12 and 14).................... 122519 AQeZ4 
633,627 57,092 
BIC CECI aE CORD ne Death ci net Sy Swi c 2, CR Ne oa Se Ne eh Rm 8 114,593 93,892 
MAIR AIS UL AI CONOTCMMIUITIS scat cas bo Maes eeee saan chk ARO ee NIE Gee ane Sea eee 4,419 4,181 
119,072 98,073 
Woreaizea-roreign Exchange Gain’ (note 11)... 92.207 6 ha oe lg es ee 7,915 TAZL2. 
Pere MeCminoOMorraxes.(MOtG. 13) 1% 2-014 ciao: A eden wens eae eee a eee dee eee 61,156 44,883 
1,256,688 1,072,058 

Shareholders’ Equity 

Capital Stock (Schedule E) 

PeLCAE GOCE STOLC SME MN che, cok eel ayes te aussi, Bis ces eal nest tures Ps a hn 355 19,145 19,346 
PI IMOMESIIOLOSERMOLO. A Nh cite cri, eae Mice hn Osea terme falta goto sean es igre iauce atte aie acl 43,852 35,279 
62,997 54,625 
ROtaMe CREA MINOSH MOleKT bce ve cote ene he tes co ws see hewn Alsen as a eae Me 116,523 1065257 
179,520 160,882 


1,232,940 


IAC Limited and subsidiaries (note 1) 


Consolidated Statement of Changes in Operating Assets 
For the year ended December 31, 1972 


1972 1971 
$000’s $000’s 
Increase in operating assets 
Receivables— 
Salestinancingzangd. dealerdoanss a... «ase. ¢ sess oc oe ance es eee oo eee 1) 1297729 24,421 
GOnsUMEer TOANS i ire fa art ata octuslions. wo aAbun ghee aoltcube nets bet bo weet Re merit iar ere aan eg 14,385 SOF, 
Residenitialum Ong age satects see 5. ccica ed cease css Gree asa ee Re ee een ee ear 18,156 13,300 
Commeretaliloansvand-leasiMas wus v.05 docs conte toners cee eee Cony oe ee cm 64,895 13,950 
227,165 55,269 
ISS? INCREASES! (lh) AUNOWVAINCE! HOF CIOU ONHIUI) IRXOSIVEIOIES.. ob ceca cancboononcntenoantonnooe 249 1,880 
Increased ume arned IMCOMES ... ~ sheets cutee oncee ne wens Qantas 201939 2,394 
21,188 4,274 
205,977 50,995 
Cash and investments in marketable securities and commercial paper....................-2005 (32,327) 5,894 
173,650 56,889 
This net increase in operating assets was provided from the following sources: 
Operations— 
ts ANIAY® [sane era meee erie area ce ee PUNY Net na ors Want ao O10 como; GOSS Bake Shes Aces S 21,994: 19,415 
Amontizationlotidebtidiscountsamdsex De mSeraeuens cena aeeee tenant eerste ear tree rae urea to 11,458 10,300 
Amontizationsand depreciation OfstixelkasSSetsmescm meron ce meena ree nace ene rn 1,468 1,247 
Provision: for deferred: MGOMme taxes acai ccnp codeee enue ae a ee pce er ae 16,273 8,930 
Contribution toreanningssbyunconsolicatedsSUbSICllany sae niente cnet ne nen aia ee (605) (300) 
50,588 39,592 
Borrowings—proceeds less redemptions— 
SECUrE! DAM k-TOSMSH Brees se leilaels eke es cnccycen aoa RRR aeRO Poca a ee ce 527 1,000 
Secured: short-term NOtesyich. be od ok te stead cae cia oa eee ee en 53,666 5,361 
SECULER MECIUMTATELIMN, MOLES sac: 2 casiv dacs sw ow rations: Gu enee erie cpe ce Meee eI SIR es eo 18,867 987 
SECUrEd. LONG=LENN: MOTSS 2 siesasuk ca cate cy oo sey ree Sees en ae ae 38,408 5,958 
DYKE} oKSTMVIMES: Zao] SUlovorcelimentsxol CoV loysyMNWUIRSS..545500acncdnsocaceocdacke densauscoowosounsne oe (952) (4,676) 
110,516 8,630 
Capital stock— 
Preferred: shares—cCost Of TedemptlOMS sere a rune eee ner enn ee eee nse (151) (444) 
Common -shares— proceeds Of SSUeSie. rarer roy eee cone eee ae nee ea ee 8,573 2,126 
8,422 1,682 
Net increase in accounts payable, income taxes, dealer credit balances, ; 
“other neceivables and) Oho Penty etCwne | CitOles aletes eas serrnetesus ir enene ty F teeet eet teen nena 19,870 ORAS: 
189,396 69,027 
Less iNet-expemndittres OMTOteTRaSSSTS mesure meee isi eetrcncte creat etn meg eet ar ne od 3,968 1AM 
Dividends ip alceonsOrenenre duane Olmim@ Mes nce Sistem ne meters ree are 11,778 10,843 
15,746 iris 
173,650 56,889 


NOTE: 
Because of the nature of the activities of the company and its subsidiaries, it is not meaningful 
to prepare a consolidated statement of source and application of working capital. However, the 


above statement presents a summary of the changes in operating assets during the years and the 
sources providing the increase. 


IAC Limited and subsidiaries 


Notes to Consolidated Financial Statements For the year ended December 31, 1972 


1. Principles of Consolidation 


The statements consolidate the accounts of the company and its subsidiaries with the exception 
of those of The Sovereign Life Assurance Company of Canada. The nature of the business of this 
subsidiary does not permit a meaningful presentation in the consolidation. The investment in its shares 
is stated at cost plus the parent company’s portion of increase in unassigned surplus of the subsidiary 


since acquisition. 


2. Gross Income 


Increase 
1972 1971 (decrease) 
$000’s $000's $000's % 
SalesmimancinGeanG: dealemlOanSac as a. csk sopinc es eecns @oaaweaginwee os apes TTS Ovi o 958 io 
CONSTANT (KOMI. SB See a Oe acerca ee 30,400 2S) NO) 833 2.8 
ME CIC CUM ONL ASC Sar ame toes we acetate AG cpa etc soaks ect koh tice ences inente, Sot h we iFeGS 9,414 Aer 20.7 
OMMenc lal Oa Sza el ASIIN Giya. th ata ste 2 seen eerie aiiscecd gacode a: ulevidea wing. suet ops 18,968 15,394 3,574 D372. 
140,466 133) 50 7,316 55) 
TOWSON TOP Clow) onniU] ACEO CSc coccs oobeaeo mos olicn 6 boo ano econ coc or 4,479 V2 0 (2M TA Gs) 
choy Skeh7/ 125,900 10,087 8.0 
AMA LVMIMNSUTANCE PO KEMIUMN Sas oceeensden wtp acces o ccesek SG, mesus, vic: pos, Siete ere Ws raeons 9,751 9,524 227), 2.4 
Mianetablersecuinitics:and) COmMmenclaliPamen. . sce caceetaes see Sane ere see 1,897 3,078 (1,181) (38.4) 
147,635 138,502 QS: 6.6 
3. Expenditure 
Expenditure includes the following: 
1972 1971 
$000's $000's 
Cost of borrowed money on indebtedness initially incurred for a period of more than one year...... 41,667 38,391 
DeprecialonnOimpremilSesuamGkeQuilOnme Mica ates sterant eee ict reke cern tent enemas eterna Sle crene a auc 957 838 
4. Remuneration of Directors and Officers 
1972 ova 
Aggregate remuneration of the IAC Limited directors as directors of— 
PNG IB aC bare pe pee sce ecae sce cece ome oes cece aL RUE Le a a mean ame eee Soe ey 2 54,400 56,400 
Niagaraammancexe Onmp amy: ISINCeC racers eve ames out res eet ance tac pt egret uee tenet asia eae mere cn 10,550 11,000 
iMilGoirtie RSE Tpvoves CxO) (ny oe [din eee ee eee tore somite yc .cen eg io Sisid yt digi circ & iat bere DISC retin 10,500 10,700 
Pigelcaliele leicel everany ElinmlweXel,= 3 gloss otha oe mice. 6 he clogeore.d06 acc 90 
The Sovereign Life Assurance Company of Canada........... Te TES EIaS B Oe OS CEAE NE Ook Re? 6,700 5,300 
$ 82,150 $ 83,490 
IN uinal eerie lieve wey esmconr (NG alLiinalltsvelo ay o.cnke pose ou erie camera dio u.cchaln oceote to's cgunrcuo rat ep mg a Drogen orn 16 16 
Aggregate remuneration of the IAC Limited officers as officers of IAC Limited................... $1,104,200 $1,081,973 
Aggregate remuneration of the IAC Limited officers as directors of— 
Nisa mienvahee.@ ONNpanyeriMieG. vccuios. 6 pelts onde sos cues ds oe ses uleeeyedes SG here Sowden were as 450 1,600 
Mionial@stiname CG OM Dalia ters nucleo ccsce, crcteuamene a cestebeeatsra rm kale ee ce aeewanenep niece eu tore eecacs ef outtieen stealer 1,200 2,800 
PSIMISRe NOD CHV alsIIMILCC aes aeneyeie teen eee mea ee Oren syniaysyero cusue.e ew cheaters oh stryke a ont ere eieye areas os 140 
Tine Sovencigin (ie ASsuieines Comyoeiany Oi GAlieeBlocccecoaccasdnocnenud coosnen da padengeaor 700 1,400 
$ 2,350 $ 5,940 
iN Granloete GF WAC Ein Wohi Gas eG no cash OOS 8 e orncis cchas crolccit oicaies eis cha ie id rea eae cea 19 20 
Niomilaer oi VNG letnmnietell @ nike WO Bie cio) CNS oocioc occ ccccd ubogpdae aescgouesbedodue oe 3 3 
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IAC Limited and subsidiaries 


. Tax Relief Available for Future Years 
As at December 31, 1972 a subsidiary had losses for tax purposes of approximately $340,000 available 
for application against taxable income of future years not later than as follows: $ 
OTA Se tops sce Rete Ache OTOL OUR OO ee Oe ee 246,000 
NOS. 94,000 
. Recovery of Prior Year’s Income Taxes 
It has been the company’s policy in accounting for leased assets to record the excess of aggregate 
rentals over cost as income, to be taken up over the term of the lease in decreasing amounts pro-rata 
to the declining balance of the investment not yet recovered. For income tax purposes, rentals are 
treated as income and maximum capital cost allowance is deducted therefrom. Application of this 
policy in 1972 created a loss for income tax purposes which results in the recovery of $2,305,000 of 
taxes paid for the year 1971. 
. Retained Earnings—Statutory Appropriation 
An amount equal to the par value of preferred shares purchased for cancellation has been set aside in the 
accounts out of retained earnings (1972— $5,855,000; 1971— $5,654,000). 
. Fully Diluted Earnings per Common Share 
Assuming that on January 1, 1972 all shares reserved as shown in note 14 had been issued, fully diluted 
earnings for the year ended December 31, 1972 would have been $1.57 (1971— $1.39) per.common 
share. The calculation assumes that earnings applicable to common shares were increased: 
(a) by $36,000 representing the elimination of interest, net of income taxes, attributable to the 7% 
convertible debentures; and 
(b) by $342,000 representing interest at 6% per annum net of income taxes, imputed to a notional 
reduction of borrowings by application of the funds which would have arisen had all options and 
purchase warrants been exercised. 
. Marketable Securities 
Marketable securities include those held by the casualty insurance subsidiary, at cost plus accrued 
income, amounting to $12,491,000 (1971—$11,461,000) (quoted value 1972—$11,921,000; 
1971—$10,639,000). 
10. Maturities of Gross Receivables and Payables 
(in millions of dollars) 
1 2 3 4 5 6-10 Over 10 
year years years years years years years Total 
Receivables 
Sales financing— 
VVinolesaleaereeeeertt rater 215.3 ZNORS 
RASUICIINS eg puereeoeoorc, wonitorndas sic 290.9 11 79.9 20.5 10.7 ASE 1 606.9 
Dealer loanSemenrcncrmer teen 88) 2.8 SH 3.5 S7/ 2.3 1 19.4 
COMUNE! IOAMSsscoccconeonge 80.6 DS)7/ 26.6 5.8 8 Udses 
Residential mortgages......... 4.1 5.4 5.9 5.8 6.1 28.8 38.0 94.1 
Commercial loans 
andileasinGhyemracer cts cae 35.0 36.7 30.0 25.0 19.0 58.0 48.3 252.0 
Other receivables, property, 
etc. held for sale and income 
taxes recoverable........... 6.7 6.7 
636.5 286.1 145.5 60.6 40.3 112.4 86.5 1,367.9 
Payables 
Debtte a5 es eee 404.2 68.5 20.8 8.3 51.0 dal729 303.4 974.1 
On d atelGaeanyce oats oat ory obverse c 80.9 7.8 B.0 1.0 5 8 94.5 
485.1 HORS 24.3 9.3 51.5 WANSIVA 303.4 1,068.6 
Excess of Receivables 
(Pavables)ce rune cme iestee lL oile4 209.8 W212 51.3 (yale24) (6.3) (216.9) 299.3 
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*Allocation not adjusted for sinking fund requirements. 


IAC Limited and subsidiaries 


11. Secured Medium and Long-Term Notes Payable in U.S. Funds 
Unhedged notes payable in U.S. funds have been converted to Canadian funds at current ex- 
change rates. The gain or loss resulting from the difference between the exchange rate at the date 
the proceeds were received and the current exchange rate is recorded as ‘‘unrealized foreign ex- 
change gain” on the balance sheet. As at December 31, 1972 the amount of $7,915,000 comprises 
unrealized gains totalling $8,755,000 and unrealized losses of $840,000 in respect of the medium- 
term note due in 1982 and the Series ‘’S” notes. 
Future fluctuations in the exchange rate as they affect outstanding medium and long-term notes 
payable in U.S. funds will be recorded in this account so long as accumulated unrealized gains 
exceed unrealized losses. 
12. Sinking Fund Requirements 
Debenture and subordinated debenture sinking fund requirements for the year to December 31, 
1973 amount to $1,127,000. 
13. Deferred Income Taxes 
Deferred income taxes arise from timing differences relating to the treatment of income or expenses 
associated with the following balance sheet items: 
S72 1971 
$000’s $000's 
RESIGE Mal aMONtGa CeSmerna aeverens lager pty aoe areiaies honor oua ues c nadthaws ecrhs Seeme me mreaeWthaes ee MEET ees 360 300 
‘L@SSIING) TOGSIVEIOIES so des share Beceem 1 sccmeeee ena ee Sr Resor SISO ECE UCAS co acclh orru  Iee 58,287 42,520 
Winameontizecadebtsdiscoumt anc iexPeMSer.- a. a. poses aN Shee ce sialon Hata sues ecb 1,831 1 Za 
EAC MMSe Sai Cle CUNO Nites tae merle e-store res ee aitan synch hae ote eee Ptticn ee a hae arcane TA 169 
iMOAANSC]. CESUESI? MSU INCS fOleTaMVINNGsc ceacanecucnescos anced. condooce vounesomeoneuons 507 479 
61,156 44,883 
14. Common Shares 
Common shares are reserved for issue as follows: Siaresiiesenved 
1972 1971 
(a) Personnel stock purchase plan— 
This is a continuing plan available after three years of service to all employees, certain of whom 
are directors, at $19.12 per share during 1973 (1972— $17.32) allocated on a formula based 
OMPAMINUCARNEMUIME LAtlO Mew ceraes a! seokh, bys ec tens mee acme eeen Sarin nn rar AN Recast meets, Gn tae 140,383 Oe) oe 
(b) 1973 stock option plan, expiring December 31, 1973— 
Available to officers and certain senior personnel as determined by the Board of Directors at a 
price notless than 90% of the last boardlot sale on The Toronto Stock Exchange on the business 
day next preceding the date upon which the option is granted. As at December 31, 1972 
options had been granted to those eligible, certain of whom are directors, for 95,650 shares 
AMON 7: Orem tee Riee Uecmeiyes Mca ais Wien Cech mney AN ces Acetate a i ve Pe ee rue ited on aute Te Presa ia 100,000 
iG mloGr7 ctock-option plan.cexpikeds July 2601 O72) crn hee et nner es i a ee 29,166 
(d) Purchase warrants exercisable to August 14, 1974 at $12.50 per share attached to the 1966 6%% 
SUSereliinewwerel Siialeitaxe} 1Ulinve) ChE oc Ce oe ean dou cae anne a scaeAcoueoes Pest ere 3: 510,780 598,300 
(e) Conversion right exercisable until October 31, 1977 at 70 shares (equivalent to $14.285 per 
share) for each $1,000 of principal of the 1967 7% convertible subordinated debentures..... 70,000 632,400 
821,163 1,419,024 
During the year 130,011 shares were issued for cash and 552,270 shares were issued On conversion 
of 7% convertible subordinated debentures. 
15. Contingent Liabilities 


The company is defendant in legal actions amounting to approximately $2,800,000. Counsel for 
the company is of the opinion that none of the actions will result in a material liability. 


WH 


IAC Limited and subsidiaries 


Details of Secured Medium-Term Notes Schedule A 
(issued for a term of over one and not more than ten years at various rates of interest) 
as at December 31, 1972 
Year of 1972 197A 
maturity $000’s $000’s 
Payable in Canadian funds— 
Parent company A OED ren oa ea ee Pies 
TOUS oes he oe ae eee geen eee 53,561 47,981 
OT Ave aire chen eer nS a 29,527 14,212 
TO! sOn as Bake) Ree ere 11,146 1,141 
POAC pene eve bee Mah Se Al cp hat, aun) 6,199 6,189 
UNSER eet Aten mewn bee eat 21,973 Vez 
VOB caietesbare ge eee aoe eee ae 5 5 
TOON RRS ad Se ae eee ee anys 285 285 
HEC hel OME wer NAG Cae inches Teel orl fa 10 10 
122,706 14169413 
Niagara Finance Company Limited TOs ee eels eee Coan ee ee 730 
VOUS aeee Sh a ae a 3,615 550 
OAS pom eccrine Beate 3,135 1,100 
CTA W irre 5 We recurs WAS aaa th ne 90 90 
“| O: Ocelot Been eL sot een es 51 51 
ASIA ernie cnet, aban on ah cone ios 880 21 
HES Ae esterase nn on wee nda US 15 
CHSC Rays SSO NT cot yeti ih eer 20 20 
7,806 Zoe 
Par value 
U.S. $000’s 
Payable in U.S. funds (note 11)— 
Parent company AO) Iitil ee Saenice | 1,018 
VOWS iene, 6,000 6,062 4,078 
MOEA acura p eee 2,000 1,989 
USAGE Peds os 7,000 6,995 
LOY Oars 2,000 2,000 
OWT a ace cateh 2,000 2,005 
UNIS yz vase aon 4 20,000 19,900 
39,000 38,951 5,096 
169,463 149,586 


Notes payable in U.S. funds have been converted to Canadian funds at exchange rates 
established under forward exchange contracts. The notes maturing in 1982 not covered by 
forward exchange contracts have been converted at current exchange rates. 
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IAC Limited and subsidiaries 


Details of Secured Long-Term Notes Schedule B 
(issued for a term of more than ten years) 


as at December 31, 1972 


Year of Rate Maturity S72 1971 

issue Series % date $000’s $000's 
Payable in Canadian funds— 
Parent company 1954 O ZA eee xls (| Nea po en cteaave sca ne ca timnuar ideas eee 10,000 
1959 aT DAs ile O Gare ened cwigc at naed te est eis 6,000 6,000 
1959 U Oye Dkstostanlosie ths WOU oo eed oot woos 12,500 12,500 
1II59 V Cie Weer, WW case oodas age a 5,000 5,000 
1960 AVE 6 PNVIC USE HS Ieee os os Gok bom oe de oe 7,500 7,500 
1961 Xe oye. INOWelinlxer 1S, WN. skp sgo nhs doo eee 8,500 8,500 
1962 Ne SAO Pall WAP ASTIRS SPN Bes eso) oe a 10,000 10,000 
1964 28 yA = SejonteurmMloverr 1S), OS Sk we ee se ea ce 15,000 15,000 
1965 31 Sy, AN Uelah She ASS is) ok ee a ere 12,500 12,500 
1965 So) 6 DecemberslmlOS brews tae sears 5,000 5,000 
1966 “34° OP IRGC NOHO... a5 hk be bee oo - 6,000 6,000 
1969 SO Sian IMA \/e emer S07, Arena cy iar Na are eae Re ra 15,350 15,350 
1972 ole 8% Septenbercdyal| SOs ae ane eae 35,000 

138,350 IS, 8ae 


Series 37” notes are classified as long-term notes because they may be exchanged at the date of maturity 
at the holder's option for 84% notes maturing May 1, 1979, 8%% notes maturing May 1, 1984, or 8%% 
notes maturing May 1, 1989. The 8%% 1979 notes may in turn be exchanged at maturity for either 8%% 
1984 notes or 8%% 1989 notes. 


Niagara Finance Company Limited 1964 a | Seay MAO SORA OCA Me ware pete ane at 10,000 10,000 
1964 ee Syed SINAEN PRI) ARC RSHOm he ee 8 opece eae ache one ae 10,000 10,000 
1965 eS Baie ANAS ae ROG OR anaes cin erces ts or 10,000 10,000 
1966 EAN 7/2 Deeainosie 1 WOSG: .occcaccnsecen se 5,000 5,000 
1968 a SA AINE Ned RONG. So -o eunest ao eneny has Serene 7,500 7,500 
42,500 42,500 
Niagara Realty of Canada Limited 1970 OSS 9% Deion US, VIGO. . 6 ccneeceac aso ne 10,000 10,000 
1971 Be 7% Diecembei ion OC Crean wenene 19,966 20,000 
1972 AG BHA © ANT CWSI SE ADR) os fe aS Sk Sales oe 15,000 
44,966 30,000 


The interest rate on Series ‘A’ notes increases to 9%% on December 15, 1973 and to 9%% on December 
15,1975. Holders have the right to prepayment on December 15, 1973, 1975, 1980 or 1985. 

Holders of Series ““B’’ notes have the right to prepayment on December 15, 1978. 

The parent company has guaranteed Series ‘A’, ““B” and ‘“’C” notes as to principal, interest and redemp- 
tion premiums, if any. Series ‘’B” and “’C” notes have purchase fund provisions. 


Par value 
U.S. $000’s 
Payable in U.S. funds (note 11)— 
Parent company 1957 EOE 5% February 15,1977... 16,200 16,119 16,240 
1962 ele YA + Cleiwoloyelr il, WIA. 25 3 10,000 9,950 10,025 
2 1963 Os SY / Novi, OSS. os oe as 10,000 9,950 10,025 
1964 wy” 5 Octobenlel9S4e ea. 10,000 9,950 10,025 
1965 BOOM 5 Febrlanyall Ono S omer 15,000 147925 15,038 
1965 “Oe MA Ocoee ty WIST so on 20,000 19,900 20,050 
1966 “SS 5Amemeoiuany, I LOS One e 12825 V2 Da Sion 
1968 EO Jee OCLODeEH OOS Omen 14,300 14,228 WSO 
1969 BOOM Se SUM, TOO: v2.06 5 0 17,500 17,413 17,544 
Holders of Series 38" notes have the right to prepayment on June 1,1975, 1980 or 1985. 125,825 125,196 126,841 


351,012 312;:691 
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IAC Limited and subsidiaries 


Details of Debentures Schedule C 
as at December 31, 1972 
Amount 
authorized Outstanding Outstanding 
Year of Rate Maturity and issued 1972 1971 
issue % date $000's $000’s $000’s 
Payable in Canadian funds— 
Parent company 1953 SW ae RII WA OW ACN, Bag heer eee 5 2 5,000 546 748 
1954 510% BRebrciany sien |. 7Ar eee wees 7,500 3,368 3,654 
1954 My TOCWOHEN I, WOM bs ono an cae ssa 5,000 2,654 2,663 
1956 Sees! SHUT YW Ds ae as one 6 oa 4 oc oe 5,000 2,574 2 
1967 5% SMUT HO, WOT oon 4 8 bo oo os Bs 12,000 6,268 6,435 
1957 6 Septempe allie) OV/ee ase eee 5,000 3,744 3,873 
1958 5% Fe orliahya elo Cn eae ee 6,000 3,556 374 
195g 6 BU ave yn Mar IW ALIS Ss asscanare, aed wie Gee 10,000 7,817 LOYD 
1960 6% POO MMEINY 1, WHO... os ee oer 10,000 7,909 8,097 
1961 5% J UIWE2) 9 Sill eestor Sere eee ~ 10,000 8,537 8,686 
1962 5% POONA 1S, VIS coe ccc cose: 10,000 7,903 8,104 
1965 6%* Decennloer ID. WEIS. 6.650006 10,000 7,889 8,154 
1966 Tipe ‘Decennioer 15, ISG. ..555oc45¢ 10,000 8,118 8,322 
1970 Mer  Oewloer lO, IZ. 2 oocc0020 0% 15,000 14,750 VASO 
85,633 87,894 
Niagara Finance Company Limited 1967 7% Jie OR TLOWi 2a ear ere ey 6,000 
1972 8th Anil P99 eat eee yee 15,000 15,000 
100,633 93,894 
*Sinking fund debentures (note 12). All others have purchase fund provisions. 
tHolders have the right to prepayment on October 15, 1982. 
ttHolders have the right to prepayment on April 17, 1977. 
Details of Subordinated Debentures Schedule D 
as at December 31, 1972 
Amount 
authorized Outstanding Outstanding 
Year of Rate Maturity and issued 4972 1971 
issue % date $000's $000’s $000’s 
Payable in Canadian funds— 
Parent company 1966 yA 1 /Nuouiie ey, URIS Se se ea bm ee 15,000 tite 5Al9 leo 16 
1967 Wo Nionetamerer We VIS og ani bo oo we 10,000 1,000 7,905 
12-519 19,821 


*Sinking fund debentures with common share purchase warrants attached (notes 12 and 14). 
**Convertible debentures (note 14). 
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IAC Limited and subsidiaries 


Details of Capital Stock Schedule E 
as at December 31, 1972 
1972 1971 
Amount Amount 
Shares $000’s Shares $000's 
Preferred Shares 
Authorized and issued— 
4%% cumulative shares of $100 each redeemable at $101.......... 100,000 10,000 100,000 10,000 
PUG MASEC TOmCaMmcellatiOMaa «ests ee saccs so 6 Le seo we oe aac eee 45,684 4,568 44,187 4,419 
54,316 5,432 5) 8) Io} 5,581 
5%% cumulative shares of $25 each redeemable at $26.50 to May 15, 
1977; $26.25 to May 15, 1981 and $25.25 thereafter.............. 600,000 15,000 600,000 15,000 
PUeMasecaOnCcanCellationeame: stints we ec hae se es he ees 51,483 1,287 49,423 235 
548,517 STAN 550,577 13,765 
19,145 19,346 
Common Shares (note 14) 
PUnOnzecdwvithoutnominal Or panvalUe. ....5.4.4-..5..50.-.5--..- 20,000,000 20,000,000 
iscteceanGmrullVapalcimepece sett. mre tree nw er tn. yn Rr es 12,988,399 43,852 12,306,118 35,279 


Auditors’ Report to the Shareholders 


MCDONALD, CURRIE & CO. 


CHARTERED ACCOUNTANTS 


COOPERS & LYBRAND 
IN PRINCIPAL AREAS 


OF THE WORLD 


We have examined the consolidated balance sheet of 
IAC Limited and subsidiaries as at December 31, 1972 
and the consolidated statements of earnings and retained 
earnings and changes in operating assets for the year then 
ended. Our examination included a general review of the 
accounting procedures and such tests of accounting rec- 
ords and_other supporting evidence as we considered 
necessary in the circumstances. 


TELEPHONE (416) 366-2551 
120 ADELAIDE STREET WEST 


TORONTO 110, ONTARIO, CANADA 


In our opinion these consolidated statements present 
fairly the financial position of the companies as at Decem- 
ber 31, 1972 and the results of their operations and the 
changes in their operating assets for the year then ended, in 
accordance with generally accepted accounting principles 
applied*on a basis consistent with that of the preceding 


Ni Pr, Gee, =] a 


February 9, 1973 Chartered Accountants 
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Policies, Accounting 
Principles and Other Data 


Inter-Company Borrowing 

IAC, the parent company, does not borrow from subsidiaries. 
Subsidiaries are not permitted to invest in IAC securities 
either by way of debt instruments or of preferred or common 
stock. 

Borrowing in Currencies Other than Canadian Dollars 
Borrowings tn foreign currencies are in U.S. funds except 
for a line of bank credit in sterling which was arranged by 
Niagara Finance Company Limited during 1972 for use of 
its branches in the United Kingdom. Fully hedged borrow- 
ings are recorded at exchange rates established under for- 
ward exchange contracts. This would usually include all 
short-term notes and all or part of medium-term notes. 
Unhedged debt is stated at the Canadian equivalent based 
upon the exchange rate prevailing at the close of the related 
financial period. 

Method of Assessing Doubtful Receivables 

The entire portfolio is reviewed for collectibility each month 
and any ‘potential loss’ is provided for. After collection 
possibilities have been exhausted, any balance remaining 
on the account is written off. In arriving at the allowance 
for doubtful receivables, the collectibility of all accounts is 
carefully appraised (1) at branch level, (2) by regional 
managers”, (3) by division general managers* and (4) if 
necessary by other executive officers. The shareholders’ 
auditors participate closely in this appraisal during each 
audit. 


*For parent company and by equivalent ranking officers for each subsidiary. 
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Delinquencies 

Delinquent accounts are those on which the lesser of $25. 
or half of an instalment is past due one month or more. 
Renewed accounts are analyzed on the basis of the current 
payment schedule and extended accounts on the basis of © 
the extended schedule. Partial payments, no matter how 
recent, will not remove an account from delinquent status. 
Renewals and extensions of accounts are carefully con- 
trolled. The Supplement to this Annual Report contains 
detailed information. 

Branch Start-up Expenses 

Start-up expenses of new branches are charged to current 
earnings as and when incurred. 

Amortization of Intangibles 

Debt discount and expenses are amortized over the term 
of the related debt instruments. In case of exchange or 
prepayment at the holder’s option the amortization term Is 
calculated to the date of the first option. Leasehold im- 
provements are amortized in accordance with the regu- 
lations of the Income Tax Act (Canada). Improvements to 
owned properties are amortized over five years, or Over 
10 years if the cost exceeds $10,000. 

Depreciation Policies 

Inthe case of buildings, depreciation is booked ona straight- 
line basis at the rate of 2.5% per annum. The maximum 
rates allowable are claimed for tax purposes. Any resulting 
tax difference is recorded as deferred income tax. All other 
physical assets are depreciated at the rates allowed by 
tax regulations. 


Treatment of Leasing Income 

For leased assets, the excess of aggregate rentals over cost 
is taken up as Income over the term of the lease in decreas- 
ing amounts pro-rata to the declining balance of the invest- 
ment not yet recovered. For tax purposes, rentals are treated 
as income and maximum capital cost allowance is de- 
ducted therefrom. Any resulting tax difference is recorded 
as deferred income tax. Gains arising from residual values 
of leased assets are reflected in earnings only when realized, 
except where they are contractual. In this case, these values 
are included in income. 

Treatment of Unearned Income 

The IAC companies normally use the sum-of-the-digits 
method of determining unearned service charges. The cal- 
culation is performed on an account-by-account basis by 
computer with no allowance for any ‘acquisition charge’ 
in the month a contract is acquired. Income ts deferred by 
IAC, the parent company, in such a way as to maintain the 
original yield on each account to its maturity. On IAC 
contracts written for terms in excess of 48 months, deferred 
income is taken into earnings on the actuarial yield basis 
which is more conservative. Consumer loan transactions 
of Niagara Finance Company Limited with precomputed 
charges involve higher initial costs than those of retail sales 
finance and, in this case, income is deferred equal to the 
total maximum rebate refundable for each account assum- 
ing it were paid out immediately after the close of any 
financial period. In addition to precomputed service charges, 
the purchase of regular mortgages at a discount gives rise 
to unearned income. This is deferred over the lesser of the 
remaining term of the mortgage or 10 years on the sum- 
of-the-digits method. In respect of combined mortgages, 
$35 of the 2% non-refundable fee is taken into income in 
the month the mortgage is written, to offset the same 
amount of closing fee paid. The balance is taken into 
income over the following 59 months (the maximum term 
of such loans is 5 years) using the sum-of-the-digits 
method. 


Unearned casualty insurance premiums are taken into 
earned income on a straight-line basis as follows: 


a) On policies sold directly to the public, 20% of the pre- 
mium is immediately credited to income to cover ac- 
quisition expense. The remaining 80% is taken into 
earnings over the term of each policy. However, in 
accordance with income tax regulations, for tax assess- 
ment purposes 100% of the premium is deferred. 


b) On policies sold to motor vehicle buyers using the 
parent company’s financing facilities, the entire pre- 
mium is deferred to be taken into income over the life 
of the policy. 

Income Tax Allocation 

When timing differences occur between accounting in- 

come and taxable income, IAC and all its subsidiaries 

account for income taxes on the tax allocation basis. 

Pension Funds 

IAC has a contributory pension plan (based on retirement 

at age 62) covering all permanent employees with over 

one year of service, except those of the life assurance com- 
pany. The pension plan is based on the average remuner- 
ation received over a period of five consecutive years prior 
to retirement to equal a ‘final earnings’ plan. This is the 
result of a change in the pension plan, effective December 

31, 1971 which eliminates the need for any updating. The 

company’s contribution for 1972 amounted to $758,000 

(1971: $770,000). In addition the company contributed 

$237,000 (1971: $238,000) to various government pen- 

sion plans. 

The Sovereign Life Assurance Company of Canada has 

its own pension plan based on retirement at age 65 for 

employees hired prior to 1970 and at age 62 for staff 

engaged after December 31, 1969. 
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|AC Limited and subsidiaries 


Ten Year Operating and Statistical Summary* 


tons 


1972 1970 1969 
Volume of Business 
($000’s) 
Sales financing—wholesale................ UA 7 YBa, 2A) 738,933 764,918 
—jetallae ass a ere ea 547,076 431,658 428,543 505,063 
CoOnsumMenlOaNSeer eum eet eae ene ee 192,739 175,419 168,422 174,752 
Residentialimontg ages awe cere renee re 41,508 30,084 20,181 Teal is 
Commercial loans and leasing.............. 109,440 46,909 47,776 42,986 
Net casualty insurance premiums written... .. 10,257 9,598 10,149 10,882 
New ordinary life assurance—business written. 60,200 51,500 47,400 46,900 
Assets & Liabilities 
($000’s) : 
TrotalkaSSCtsn act kins Sea pe ee er ee 1,436,208 1,232,940 1,176,661 1522286 
RECCIVADICS eeicne acai eee, Botan Corman wee 1,364,068 1,137,241 1,082,954 1,075;552 
ANON | Mel) ohd power herent AMerehet a phere nnae San anuhueny 2% 974,080 850,844 841,506 843,284 
TOtALCCUILY es mewes woesa ates wae ee eee 179,520 160,882 150,628 143,431 
De istorequiltvaratlOs thine Seem n tn eee 5.43 529) DS) 5.88 
Operating Highlights 
($000's) (per cent of gross income) 
GOSSHINCONMECH Heeeteeec cee cant nt ee earner ne 147,635 138,502 143,244 1 SOe327, 
COST Oi LXOTONMECHIAMOINEN s cc acct covnmacasoe 55,919 SRO 52,838 38.1 60,693 42.4 56,030 41.1 
GemeralkexDenSesi eas een ect gear 43,214 29:3 40,740 29.4 40,938 28.6 40,161 2080 
ESnINGS gt ear ee  e  e ee 21,994 14.9 19/415 14.0 16,862 11.8 15,484 11.4 
Prereniedidivid end siacmreae awe aren nee 1,034 uf 1,064 8 1,079 8 le 8 
Earnings applicable to common shares....... 20,960 14.2 18,351 SEP 1B, /S8 Hike 14,366 ORS 
Common Stock Facts 
Earnings per share outstanding 
= dallWeaVverage sc iss a cae ei ee es ae $1.65 $1.50 $1.30 $1.19 
Per cent return on average equity........... 13.8 So (285 HAA 
Dividendsspaldupermsharcee sar seine are $ .84 $ .80 $ 72% $10 
Income and other taxes per share........... $1.69 $1.66 $1.53 $1.45 
Numbemot sharemolcerStanvmsn masse r neem 12,672 12,802 Nexo 13,904 
Number of shares outstanding 
VC ARON Cis. sua More ey EL hire eae 12,988,399 12,306,118 2720 12,060,587 
—daily average....... RTE eee 12,694,400 2A 7/70. 12,085,813 O22 6 
—owned in Canada—yearend%.......... 96.2 95.2 94.7 94.1 
BoOok@Vallicsper shale aan eee sate ee $12.35 $11.50 $10.78 $10.17 


*Note: The above summary excludes data for The Sovereign Life Assurance Company of Canada, except for volume. 


Figures prior to 1969 reflect the two-for-one subdivision of common shares in May 1969. 
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1968 


768,619 
478,533 
178,473 
12,335 
25,376 
10,303 
44,000 


1,076,446 
1,001,013 
795,448 
138,305 
5.75 


122;510 
48,958 40.0 
36,761 30.0 
14,936 1a 
1,146 ) 
13,790 11.3 


$1.15 
12.1 
$ .65 
$1.33 
14,081 


11,977,828 
11,954,178 
94.1 

$9.78 


1967 1966 1965 1964 1963 
626,863 602,313 701,635 560,862 486,679 
380,321 397.036 422,541 402,094 368,320 
164,450 167,019 166,745 155,463 136,244 
13,157 Grit 14,264 13,391 1233 
18,405 14,443 41,208 46,851 37,308 
10,186 9,592 8,968 1O1O7 10,951 
36,900 34,500 39,800 35,600 29,300 
972,696 943,536 983,198 876,001 749,897 
893,828 887,427 931,533 795:0Z3 679,558 
720,252 697,472 751,948 665,224 556,119 
132,650 126,941 106,728 101,247 100,385 
5.43 5.49 7.05 6.57 5.53 
109,131 107,409 100,713 93,198 87,616 
41,577 38.1 43,386 40.4 37,431 37.2 31,000 33.3 26,546 30.3 
34,715 31.8 32,628 30.4 32,214 32.0 30,466 O27 28,643 32.7 
14,205 13.0 13,509 12:6 125297 12.2 A 12:6 11,523 AZ 
TOT 1.1 856 8 327 3 382 4 580 a 
13,038 lave 12,653 11.8 11;970 11.9 11,333 Paes 10,943 12:6 
$1.09 $1.06% $1.01 $ .96 $ .92% 
12.1 12.4 12.4 1225 12.7 
$ 61% $ .60 $ 56% $ .55 $ 51% 
$1.11% $1.09 $1.10% $1.03 $1.05 
13,675 13,776 13,220 13,486 11,144 
11,948,622 11,868,096 11,859,934 11,822,304 11,794,750 
1,947,132 11,861,052 11,838,938 11,802,120 11,786,924 
93.1 92.4 91:1 89.1 83.5 
$9.30 $8.84 $8.40 $7.94 $7.53 
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Niagara Finance Company Limited 


Niagara Finance Company Limited offers instalment cash 
loans to individual consumers as well as providing a sales 
financing service for the purchase of home goods and 
recreational equipment. Licensed under the Small Loans 
Act, it is your Company's largest subsidiary. 


At year-end the Company provided its services through 
257 offices in Canada and 12 in the United Kingdom. 


Satisfactory growth during the year resulted in receivables 
reaching a record high of $198 million. 


Gross income in 1972 was up 5.2% to $30.5 million 
(1971—$29.0 million). Earnings increased by 21.5% to 
$5,499,000. 


Continued expansion in the Canadian economy, along - 
with the anticipated buoyancy in consumer spending, 
should enable the Company to achieve further growth in 
receivables and correspondingly good earning results in 
USFS: 


Selected Niagara Finance Statistics: 


Earnings: (SttnOuse nS) tice yy 2 stan ce tenes arene eine ee 
Receivables: (Smiillitoins)) aoe eee essen eee eee 


1972 Se 1970 1969 1968 
5,499 4,524 3,000 3,923 3,541 
198.1 78.3 174.7 170.3 164.9 


Board of Directors 


Roland Chagnon, C.A. 
Montreal, Que. 
President, Lallemand Inc. 


Joseph C. Clapinson 
Toronto, Ont. 

Retired 

James G. Kendrick 
Montreal, Que. 
President, Zellers Limited 


Peter Kilburn 
Montreal, Que. 
Chairman, Greenshields /ncorporated 


Joseph S. Land 

Toronto, Ont. 

Chairman of the Board 
Executive Vice-President, [AC 
Byron F. London 


Toronto, Ont. 
President and General Manager 


Keith H. MacDonald 
Toronto, Ont. 
President, [AC 


Lyndon E. Nichol 
Toronto, Ont. 
Chairman of the Board, [AC 


John. OBrien, Ore: 
Montreal, Que. 
Partner, O'Brien, Hall, Saunders 


John B. Pennefather 
Montreal, Que. 
Director, [AC 


Grant E. Wemp 
Toronto, Ont. 
Honorary Chairman of the Board, [AC 


Leighton R. Woodall 


— Toronto, Ont. 


Vice-President and Asst. General Manager 


Auditors’ Report to the Shareholders 


We have examined the balance sheet of Niagara Finance 
Company Limited as at December 31, 1972 and the state- 
ments of earnings, -retained earnings and source and use of 
working capital for the year then ended. Our examination 
included a general review of the accounting procedures 
and such tests of accounting records and other supporting 
evidence as we considered necessary in the circumstances. 


In our opinion these statements present fairly the financial 
position of the company as at December 31, 1972 and the 
results of its operations and the source and use of its work- 
ing capital for the year then ended, in accordance with 
generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


McDONALD, CURRIE & CO. 


February 9,1973 Chartered Accountants 
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Niagara Finance Company Limited 


Statement of Earnings 1972 1971 
For the year ended December 31, 1972 $ $ 
GroccHncomen (Oven wr gp ean oo ae Sn cakidise toe tA Me Se eevee ess da ee 30,514,771 BS SE) is 
Expenditure (note 2) 
OSE Git [SOMPOWMMSTELAMIVONAVEN Gi) & coeie cs ais me ane care se Rays se es rae 7,755,956 TIM Noy 
Seabee OGRAGIMIIMN Stille: prose. wma ert. Keene th acl’. Cac dated aan Whe dle h bintmedan un desi wbe Gea Meta es 27307300 IZ, Sols t9)2 
20,133,256 19,778,469 
10,381,515 9,221,466 
Provision for Income Taxes 
CWI. ¢ o 5 8 G62b.0 ditt en cone nee Bee Gatco ais Ince a een Conrtn ote fie eee a ne eae cee 4,748,000 4,728,000 
PSC ic Cn enna rey Oe rer DOW ce mil cen RM rey ooo <cesrtcids fe saivnd woe woe ha. aearn A Oo Rae ua eone wodake 135,000 (31,000) 
4,883,000 4,697,000 
EGTITMINGB «co a0 1S omg BLESS ORION PRCT CR SRR A cess, oct aeRON Reee eeat eae ae ree Re Bnet, PO aN eer reste 5,498,515 4,524,466 
Statement of Retained Earnings 1972 1971 
For the year ended December 31, 1972 $ $ 
EAT IOSMIOMCICENC Ale coer tr trees te A cier stil cctes tous Se cae Mae Setrets Sepia ccdesny TNS Muh a)deue Bile Wo8 5,498,515 4,524,466 
Dividends 
Class AN SERE Saks eens Bee be ei ncae tage Ene 2 ok WS a Cae es ncn canoer Caen eo ee 1,425,000 1,400,000 
COHRNANO AY SMES es, Brea ceo tres ene Roe te 2 Rent een ENE os or meric VC Sree Ree Scr en eae 1,425,000 1,400,000 
2,850,000 2,800,000 
Increased nemetaimeadsearmingstiontneay Catan ae ussite See ees ie ee ee se Rees ct 2,648,515 1,724,466 
Reranedseatmingssate BeginninguOfay Galan acmm ce seicke etc is Salts Seale sehen errr ic ate entire a 6,913,639 DI) WS 
Retainecdmeamingsrats ENGsOte Y Cal ayg cee oo tees eS ee ERR ee toe hes aiate wo 9,562,154 6913639 
Statement of Source and Use of Working Capital on eo 
For the year ended December 31, 1972 § 5 
Presented in accordance with the provisions of the Business Corporations Act, 1970 (Ontario) 
Source of Working Capital 
PTOMICIS GEINO MEO DS KALLOMS ean nies else sete aces ere aloe eres ec mee ene nn ur RR cs ieee Mercer «Seat ay 5) 8 8,144,462 6,690,725 
PROCCOUSHOMUSSUCEO mM eGiUiimn atOnimnh) OLCSI 55 es os Renae aetenee cen nine wNer Pe ae prnee bee a) sienna Gee 6,034,000 567,000 
INGhEASCRIMBUI ANIME CHIN CONG ee Metiay.< ctn he Rech pct Dens catemees mer mene TOM Mars eee eure ee ein dt tisae e sie 5,690,802 2,696,763 
PihOoCecdsmMiOmulssuecrotsenics "Br debemtuUneS's « se «cin ani men ac aereemse eh eres eMBe miriam Aaoe 2 15,000,000 
34,869,264 9,954,488 
Use of Working Capital 
Increaseun leasehold, improvements and, prepaldexpemseS a... sm. . gees eee eee ee STE AI IWOFZ NS 
Inereaseuinvumamortizedidept discount andexOenSee naaac = aan 2 fe 4 eae a eee oe 2,410,678 72.6535) 
NAGIHOMSSLOMIXCCLASSCIS— IC Ist reer ne arte ree ete eke ee Cen ee a eh ern aed Meret eee en nel Micon: oe stent 349,272 331,053 
REGEMoOUONTOfMmecl Ulm aveninumOteSeucman rece cs catego cieuetote comes Sone Gl attics quer vices scams oesues 805,000 1,184,000 
PAVE Mao MGivlGe MGS serra hearst eae seo teueie sce as eee ey Ree Oem Beas esc pe Sac, Ae chs 2,850,000 2,800,000 
ReEdeimpDlOMROmSeheSm AGeCeDeMlUNGSi oa see ne Giewae eepnn ec w a oe hed ie aed ss ercieroee 6,000,000 
12-592 14 6,220,617 
IncreascuinpVVOrkingeCapitaleraw mates denne WN te Suman el a hosase hes a eoue escan o0 ord See ale Gee DLP T ANAS 6) // shoe | 
VWVorkingeGapitalauBeginninGiOteycalaymrmysi str cas isms reieee ne rete. etary a sche Ss eine Cl Faieliage ot 101,829,335 98,095,464 
WortkingnGapitalragenclotaeaieeranrn werent rte rar rs tye y ors cine oka crc snore < Pe curcede os a, citi ney = 124,106,458 TOMES 2953.00 
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Niagara Finance Company Limited 


1972 1971 
Balance Sheet as at December 31, 1972 $ © 
Assets 
Current Assets 
Ci: 5 5 ee et ame ers as rn eR eU CN NR MRA Oa tees a-o,ccd mia dat blob oledd SR ate 5 be 4,958,916 5,131,891 
Receivables— 
Siallluloains (OtesS eee, Ree 25 co Soci sok Sac oo eee rns e nO 62,984,857 TUE SZARONO 
OtMSr- LOSS: & aise Sale ele Sa cuss a ee ek Sn rit re 110,502,258 87,280,439 
Sales financing —retallsses ie: Sf ocace ese SoS eeo at ae setae GRE OMG Re Ie eC no 23,856,724 18, 985e252 
Gi a=) pean ee ee ee ee UM eee mn COE Ne ae re) Se are nai bras G Guy LOE ous Sere 736,329 156,341 
Vehicleszandsequipment héeldstomsaless 27. -e)-1aa scutes Gece ce ec ce cae aen m seca a a mere nena ae 15,045 8,905 
198,095,213 178,252,547 
Allowance-fordoubthtlltrecei val lose aeycas. sien seacmoae eerie cit tieten ota gee tesme cn sme ew otee fr ave ee 4,273,459 3,935,284 
193,821,754 174,317,263 
198,780,670 179,449,154 
Other Assets and Deferred Charges 
Keaseholdnimpnrovementsranadione paige xOSiS CS. aceon men rac iene ee aise te -tesa anar eae ee 307,473 322,581 
WinamontizedidebtdiscoumtiamdkeX eS Cri crens = eens nacre ome ne nen enna ean arena We are ee 1,411,294 1,051,289 
Office equipment and automobiles—at cost, less accumulated 
depreciationronms9 2559 325497 Mi —==S 84457, 0S)) eee neers eerie cot erence 763,210 681,585 
2,481,977 2,055,455 
201,262,647 181,504,609 
Liabilities 
Current Liabilities 
Sécured demand bank lOams nn 5 He soe Scant peeserceinet: care) Shere coos UO eae ae er cr 13,027,500 14,000,000 
Se@Gured SHOE TSM NOTES ivc-ave eosoe ous eat Go dene baal, sue ai Ne. ee CIES R ae NOE ere ens 52,179,743 51,544,726 
Demand note payabl6—oaremt, COMPA yi censcree ci aecece cre oe etc me eet coset ct tat mies eee cea 1,500,000 5,200,000 
Accounts payable: andracenticdilialpiliiticster ee me mme cha ememe siete eee erie re eaters emer 7,263,530 6,106,721 
NICOMETAXES a. io ee kw F ease arash Sve ad Ba eee lowell aya ee ase Sure eee ad roca 703,439 768,372 
74,674,212 77,619,819 
Secured Medium-Term:Notes: (mote: 4)5 ccs cae teers ete mene Reo oie ere eieeceetee 7,806,000 2,577,000 
Secured’ Long= Term: Notes: (moter 5) cs ccah ces cs eee eee een een Cone tie DP ee re mt 42,500,000 42,500,000 
Debeniturés (Ota: 6) 5, gx este a Foncivts ooo oo, bse sow eset civ OSU ROEM ree eee oe on 15,000,000 6,000,000 
65,306,000 51,077,000 
OF avercIdatsce im gke(e) | q(- seen es een ede er anata n ct sd ha ei Giuis SSly Sd ow. lolol colon su gmlou oo ead c 26,375,649 20,684,847 
Deferred ‘Income: Taxes).2 Seek oeiyk she ee ue Ie eae eae a oe 344,632 209,304 
166,700,493 149,590,970 
a 
Shareholders Equity 
Capital Stock 
Authorized— 
150,000 5%% non-cumulative participating class A shares of $100 each, redeemable at par 
150,000 common shares without nominal or par value 
Issued and fully paid— 
MW25:OO OKC lasStAvs Mane Scere Satan sce chides te ct lgc ie tances Gade a ec nS ea ee 12,500,000 12,500,000 
125 OOO. COMMIOMES HATES so. cck ator ce BG cook cae ae bee ake to ee a ate ne Cel 12,500,000 12,500,000 
25,000,000 25,000,000 
Retained EAKiNGS:. a scm succes ore ay ee Se ae RO Ge See cca Cer ota an ee 9,562,154 6,913,639 
34,562,154 31,913/689 
201,262,647 181,504,609 


Signed on behalf of the board J. S. Land, Director 
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B. F. London, Director 


Niagara Finance Company Limited 


Notes to Financial Statements For the year ended December 31, 1972 


The holders of series ‘“‘B’’ debentures have the right to prepayment of principal on April 17, 1977. 


1972 197A 
1. Gross Income $ S 
anne cusenvicerciiarges-anal interest om neceivableS2. 4.5... 02 5c8 800. c2 ance eee anche anew eu eae 33,363,171 32,447,050 
BescmOvicOnm OM doubtiulreceivableSmm cases a at. cco es ge Ge bn ee oieloa Gourdl ease 2,848,400 3,447,115 
30,514,771 2379997035 
2. Expenditure 
Expenditure includes the following shown in accordance with the 1972 i a 
Business Corporations Act, 1970 (Ontario): $ $ 

Cost of borrowed money on indebtedness initially incurred for a period of more than one year...... 4,220,472 SD O2F227/ 

Dire GliorsmanGesemlOmonicerssremuUnenatloMmn ecco ss. coon eens) oe ae eens Se Sao iely 134,593 127,090 

DepEeciatOnponomce equipment and automobiles. 4... 50. 0.6606 fe ene ses sesh oases 267,647 239,940 

3. Small Loans 

Small loans are those made for not more than $1,500 which are regulated under the Small Loans Act and 

upon which interest is accrued but not precomputed. 
4. Details of Secured Medium-term Notes 
(issued for a term of over one and not more than ten years at various rates of interest) 
Year of 1 972 1 971 
maturity $ $ 
es ee a co ts Seer Wy Lt Re aacia nS, 5) ee lariat: Ie GR a Cera ce Pe 730,000 
POLI yaT ee han a atau 2 Ui ete ER PER Tid... alates Gerace Ie in ge ea oe a oe ea 3,615,000 550,000 
{Ca ae Pa Ee hen ee maepeete eh yt EY Geet cns tiers Geen asset ht > Reet Ewe he eet eal ce 3,135,000 1,100,000 
ASW aiherns rec hae Shree Ae Bad og ol IE on nea a a a 90,000 90,000 
ARIAS ie Ree onl Sie tng ee MAUR cect a hee CEA tot Akins re US cpr) is aE 51,000 51,000 
ISSA Ax coe Roe Ate acne cay STNG Deas sly Aa ember a Pk aeen ce, ok ae oe ae 880,000 21,000 
‘OOM S ok Stat Sigs Aone eetee Meee SNe eae DN a ee ae lair «Ne gchar tin. ites 2 Be 15,000 15,000 
HE OO RW ns ah Serres Rd he on Ste Pano ae A foes Or a RO, Are Te Rpm tcl yh. sla 7 20,000 20,000 
7,806,000 2,577,000 
_ 5. Details of Secured Long-term Notes 
(issued for a term of more than ten years) 

Year of Rate 1972 OTA 
issue Series % Maturity date $000’s $000's 
1964 1 5% YN oy dildos dS Ree San a FRR. alta ot nce me ee 10,000 10,000 
1964 2 5% NA yar ANG 6 SPs eek enna cin ate at tener ec nat 7 oe male 10,000 10,000 
1965 3 5% Whale 6 5 vet ecm ewes nace ser neta etry Mra entree 10,000 10,000 
1966 4 Th Decemben leno OCter om a awe wetter be. eae: 5,000 5,000 
1968 5 8% NAN Oo Noire de tel cans otha oreo trio waste ety oem GR idee ore 7,500 7,500 

42,500 42,500 
6. Details of Debentures 

Year of Rate 1972 1971 
issue Series % Maturity date $000's $O00's 
1967 “AC Th, SURE SIO LE oe aR eae cee bo eee 6,000 
1972 By 8 PN SANDAL SCA Paes pace leat cise: oes Gat Oke sana 15,000 


Niagara Realty of Canada Limited 


and Subsidiary 


The affairs of these companies are administered by Niagara 
Finance Company Limited. Niagara Realty operates 12 
specialized branch offices and, additionally, its mortgage 
services are offered through 225 Niagara Finance branch 
offices. 


During 1972 receivables grew by 23.9% to $94 million and 
the number of new customers increased by 7.7% to 
17,800. 


Gross income increased from $9.2 million tome iw 
million or 20.5% 


Earnings increased 12.6% to $1.7 million. 


Further satisfactory growth in receivables and earnings in — 
1973 is anticipated. 


Selected Niagara Realty Statistics: 


EArimOSee Ss AMOUSSINGS eat tad, ota hee  ereteeruen ceee 
Mortgage receivables (S millions)... .. -.2. eee - 
Average mortgage balance at year end (dollars)... .. 


1972 1971 1970 1969 1968 
1,671 1,483 832 579 519 
94.0 76.0 62.6 52.0 42.0 
5,269 4,580 4,099 3,825 3,519 


Board of Directors 


Joseph S. Land 
Toronto, Ont. 
Executive Vice-President, [AC 


Byron F. London 
Toronto, Ont. 
President and General Manager 


Keith H. MacDonald 
Toronto, Ont. 
President, [AC 


Stanley F. Melloy 
Toronto, Ont. 
Vice-President—Finance, [AC 


Leighton R. Woodall 
Toronto, Ont. 
Vice-President 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of 
Niagara Realty of Canada Limited and subsidiary as at 
December 31, 1972 and the consolidated statements of 
earnings and retained earnings for the year then ended. 
Our examination included a general review of the account- 
ing procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in 
the circumstances. 


In Our opinion these consolidated statements present 
fairly the financial position of the companies as at December 
31, 1972 and the results of their operations for the year 
then ended, in accordance with generally accepted ac- 
counting principles applied on a basis consistent with 
that of the preceding year. 


McDONALD, CURRIE & CO. 


February 9,1973 Chartered Accountants 
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Niagara Realty of Canada Limited and subsidiary 


Consolidated Statement of Earnings 1972 1971 
For the year ended December 31, 1972 $ $ 
EERO OLO i rete re nn PAT els JE a i conten s Sedab lees guavace ach ood 11,140,236 9,248,537 
Expenditure 
OE TOMOVVCO MONEY. 1120s dein slaw wae aka bees Wi eere ln oats aac 5,588,831 4,293,330 
Reems MECMIGINCEMTIITINS UhACIWEs oy icc toe oss mre hee oe od @ phe le. od phe Se ee hi 278233781 1,879:509 
Depreciation of office equipment. and automobiles...................... 15,264 16773 
7,927,876 0/189;612 
3,212,360 3,058,925 
Provision for Income Taxes 
OUST. ep RMN ORS eg cm 1,368,667 1o03,245 
EIRENE. oo syste Gy SiR tag Ua oc er doe Mi 25383 202,250 
1,541,200 1,575;500 
af ORES eters cnr eos Pet Mae ea PE a OR, Wo are ocak pve aod De aos 167 14 60 1,483,425 
Consolidated Statement of Retained Earnings 1972 1971 
For the year ended December 31, 1972 $ $ 
enn SMORLIIC =) Calis, wir: elon cant esta cere SEL ett ee ROS el hs 1,671,160 1,483,425 
er CIOTIC Sata Cl ements a ees SAP a et cas ee ees, Met Ren RAM AN Rar ans. 900,000 750,000 
igcreascun Retained Earnings:10r the YGar is «2+ aoe ee ae a epee ee aes TIA OO 733,425 
Betaiice cannings at-ceeginning: of Year...) ci. iw ee eae © eae ie ee 197 7,542 1,243,917 
MefOInNSCEeAamMings cu. ENG <OF V.Calcn ae + ee nce eee an ee ee ne aS 2,748,502 OT F342 
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Niagara Realty of Canada Limited and subsidiary 


: 1972 1 Oda 
Consolidated Balance Sheet as at December 31, 1972 $ ; 
Assets 
Current Assets 

OF pee an ee eee ae et Pe EEE, Rta thas okt Ment wriene ERO GS atu id Wa Gun ool dé 2,646,256 1,473,835 
Cash committed formumclosedilOanSinicen <scutee a erste ae mene eee er ee eer 2,315,879 834,312 
Receivables— 
Residential montGagestw ais ec oe et cee ere russe ee Pe ae oe ee ea erage 94,148,400 WM LS 
Real estate held for sale—at estimated realizable value............. 0... cee ee ee 16,971 50,446 
Od als] aan ens fale eA ee ON ye ee Pe race, PRP Nr png oc haw Maracas) yg ee Be o 178,647 207,628 
94,344,018 76,250,098 
Allowance toma Oultiulineceivalolesm mes see ca mvet rn terete cireae ear ara ra irae er err er ee 706,240 570,319 
93,637,778 75D, 07 I9kT9 
98,599,913 77,987,926 
Other Assets 
PREP AiG EXO SIMSCS isc svra vie ecuvenets Gera ese en ctees Va be Soek em eee eg os gS ae eC A 8,214 1,265 
Winamontized: débtiexPemSeiss chon tite to cane ernie a ete ee) ee 906,822 537,921 
Office equipment and automobiles—at cost, less accumulated 
oletojdevel ald(OlaOlinnersyachem CMMI ON Nh ees nahn eoneodnbehou Gnobucopotenn sbows de 40,587 44,526 
955,623 593,712 
S95 551536 78,581,638 
Liabilities 
Current Liabilities 
Demand notes pavalle=— ware mite c Omori Vases meme me merece ne ene men ene 42,244,000 37,860,000 
Accounts-payable andracerued | liabillitiS ay eeee ele cheh eee eee een en ene nce a ene 1,726,488 871,855 
[AC OMME LAKES ince Bhar eka ele rete ch Bs eetee eater ert ea 187,858 497,990 
44,158,346 39,229,845 
SecurediLong-Term:Notes*(note%3)\e. see wires ain est ee cars ae eerste ee 44,966,000 30,000,000 
Deferred: lrGcome: (motes) seh esha ag ese ag Seo ce rere 1,936,840 1,801,136 
Deferred: income. Taxes (note: 5) seca A iiecsaties eee aoc eis Smet ee ieaiie ees sn eater ee eae ec 745,848 a Sol 5 
91,807,034 71,604,296 
v . 
Shareholders’ Equity 
Capital Stock 
Authorized— 
2,000,000 shares of $5 each 
Issued and fully paid— 
AsQOO;, OOO! SHALES sevice che te Recut eral eee een are a Oe ee a OM are ea er ee ee 5,000,000 5,000,000 
Retained: Earnings: exes esc surat whan he Patek coe teins Few Re sah acousss PTE pee hel Ie gene oe 2,748,502 1,977,342 
7,748,502 6,977,342 
99,555,536 78,581,638 


Signed on behalf of the board B. F. London, Director 


S.F. Melloy, Director 
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Niagara Realty of Canada Limited and subsidiary 


Notes to Consolidated Financial Statements 
For the year ended December 31, 1972 


44,966 


1972 1971 
1. Gross Income $ $ 
eT MOCELCOMCROMMI ON Oa CSm we yey aiaee eee Restor cierelacit! Sia egos een ne la aus we Salts dar eda wae We 11,365,785 9,413,636 
LESS? (PROVISIOM) 1 COMOUI ACSINEI DIES .4 a 5% sido 8s ee a Ate nieen oh cma Goes plotn chceeo eens eesegs en alana 225/549 165,099 
11,140,236 9,248,537 
2. Remuneration of Directors and Officers 1972 1971 
COLO CeEenumMerallOMsOlr CikeCtOKrs aS GIKECLONS: nc sets acc yp Stee ee ov se ew ee ee ae Ate Nil Nil 
NURMDOF OW CHRACTOWS «62 ears ath: Sealed ee ON CRER ee eee enn ae  P g Oe ee cee eo See 5 5 
Mage Gatcure mum eratlOmot: OnlCelrs aS: OlllCCNSs «ac cna aenge nl Oe: yu tie at eke Scatheet hh eeelars, « Gin we ovaeeeere $21,200 $19,341 
NUTMOSY’ Si CU CSTS: woh ty ed pee Nae. oe ea IAN eat A Ea ele nia OR A 5 4 
NAC MOIONICEISaWVNO aber alSOnCINCClORS san Gets otk ko boy eee Sees Ak a once Gin sale b oe eee @ bens 2 1 
The affairs of the companies are largely administered by 
Niagara Finance Company Limited. 
3. Details of Secured Long-term Notes 
Year Rate | 1972 1971 
of issue Series % Maturity Date $000’'s $000’s 
1970 “AY 9%* December 15, 1990 10,000 10,000 
1971 Ba Wipe December 15, 1986 19,966 20,000 
O72 Ce 8% August 15, 1982 15,000 _ 
30,000 


* The interest rate on these notes increases to 94% on December 15, 1973 and to 9%% on December 15, 1975. Holders have the 


right to prepayment on December 15, 1973, 1975, 1980 and 1985. 
** Holders have the right to prepayment on December 15, 1978. 
Series ““B” and “C” have purchase fund provisions. 


IAC Limited has guaranteed Series “A”, “’B’ and “‘C” notes as to principal, interest and redemption premiums, if any. 


4. Deferred Income 
This arises from mortgages purchased at a discount and from fees received in advance on certain mortgages. 


1972 1971 
5. Deferred Income Taxes $ $ 
Deferred income taxes arise from timing differences relating to the treatment of Income or expenses associated 
with the following balance sheet items: 
RCSIMOKSUMMA EY (AOAC EVCIEIS,,, atace 0 taneaghciots- Blo Gh oath apn tolicitons sonclbs Plc Meacm etic, REE Coen ons cncen, iaiy ch enc Eker atte Gee nee re Sash Are ee 360,086 299,680 
WIMAMLOnIZECECE DIME XD AIS aera ume ater aeten in fehl Ga, ema undies i: AWA ENE ae Ac Glo 4 hee oie Malas sow 385,762 ZL SOSD 
745,848 HVS F oko 


6. Source and Use of Working Capital 


Because of the nature of the activities of the company and its subsidiary it is not meaningful to prepare a consolidated statement of source 


and use of working capital. 


Merit Insurance Company 


In 1972 written premiums increased to $10.3 million 
(1971—$9.6 million) despite the fact that as planned, the 
company phased out writing motor vehicle coverage for 
the parent company’s retail automobile sales financing 
activities. All areas of direct business in automobile, 
residential fire and commercial lines increased satis- 
factorily. 


Loss ratio overall increased slightly to 69.12% (1971— 
68.35%) due mainly to a greater severity in the automobile 
line. Expenses decreased to 33.7% of earned premiums 
(1971—37.4%). 


Earnings increased to $420,670 from $178,905 in the 
previous year. 


Continued co-ordination of operations between Merit and 
Sovereign progressed well during the year. Both agency ~ 
forces are actively engaged in the sale of all product lines 
of auto, fire and life, with immediate marketing benefits 
to both companies. Sharing of certain administrative 
functions resulted in significant expense savings. 


Assuming favourable industry conditions, all indications 
point toward continued improvement in 1973, through 
sound underwriting and further economies of operation. 


Selected Merit Insurance Company Statistics: 


(Thousands of Canadian Dollars) 1972 1A 1970 TIGY 1968 1967 1963 
Premiuimsseannecereancparsnc secure eae 97750 G24 10,301 10,638 10,292 9,865 11,065 
Claim shin Une Cites eaten ee eee 6,739 6,510 WAS 8,403 6,839 6,091 9,374 
EXOCMSeS aa ee ther ena eee & 3,288 3,560 3,361 3,464 8, los BOG 3,248 
WincleNaING) Gellin: (IPSS) oc cece so seeons ober (277) (545) (403) GiEZ29)) 294 856 Gio) 
Investment and other income.............. 725 V3 699 847 663 565 718 
Income taxes...... BS el tat Deo ec 28 50 (109) 182 — — 

ET ARIIATS ea NGO kate yeeros p soba b eae eee eae ore tec 421 178 (273) 775 1,421 (839) 
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Board of Directors 


Hon. Louis P. Beaubien 
Montreal, Que. 
Senator 


Roland Chagnon, C.A. 
Montreal, Que. 
President, Lallemand Inc. 


Hon. E. Davie Fulton, Q.C. 
Vancouver, B.C. 

Partner, Fulton, Cumming, Richards, 
Underhill, Fraser & Skillings 


Peter Kilbourn 
Montreal, Que. 
Chairman, Greenshields /ncorporated 


Joseph S. Land 

Toronto, Ont. 

Chairman of the Board 
Executive Vice-President, [AC 


William R. Livingston 
Toronto, Ont. 
President 


Keith H. MacDonald 
Toronto, Ont. 
President, [AC 
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Douglas W. Maloney 
Toronto, Ont. 
Senior Vice-President, [AC 


Lyndon E. Nichol 
Toronto, Ont. 
Chairman of the Board, [AC 


Jonnsle, O Bren -O0:6, 
Montreal, Que. 
Partner, O'Brien, Hall, Saunders 


John B. Pennefather 
Montreal, Que. 
Director, |AC 


Renault S. St-Laurent, Q.C. 

Quebec, Que. 

Partner, St-Laurent, Monast, Desmeules, 
Walters & Dubé 


Grant E. Wemp 
Toronto, Ont. 
Honorary Chairman of the Board, [AC 


Donald J. Wilson 
Toronto, Ont. 
Vice-President & Managing Director 


Merit Insurance Company 


Statement of Earnings 1972 1971 1972 1971 
For the year ended December 31, 1972 $ $ % % 
Premiums 
NetmOemalUinmSavViitte Mec 96 eres 2 st ese se eo 10,257,478 9,598,147 
Less: Reinsurance premiums............... 268,754 405,043 
9,988,724 9,193,104 
Change in unearned premium reserve........... (238,173) SolPZon 
ReMMUbNSMeaMCG eee fe. eas ee ese se eld a 9,750,551 9,524,395 100.00 100.00 
Expenses 
SlalimSaniCune Cheers = fant. Ghee wn ues bane 6,181,576 D331 SS 
Sitalipa cy UStiIMGFeXOeMSES). a crs 5c ew ed ee ee 557,841 6,739,417 636,105 6,509,844 69.12 68.35 
3,011,134 SO 5 o4 30.88 Silos 
OMISSIONS tren tes Ucn us Gare Gus tn 2 Sete 1,080,231 981,878 
CieneraleanadadmimiStratives (=... ...202.01 65228 1,929,137 D SLA, BONS 
TEKS SNCHINC INOS A oi ON RnR ae ae een ee 278,768 3,288,136 259,373 3,559,646 $38), Su 
Wincenvnting Gain (EOSS) {see 5. ene ee ee (277,002) (545,095) (2.84) (5.72) 
Other Income 
MICOMMeLIhOnMllNVEStMEMtS = s1q6. 60 ac ae a6 4 os 639,494 622,567 
Galion saleioiimvestmemtS. = 42.2 .4-4- 4255.0. SOiSS 22 2e) 112,443 L311 
448,225 189,915 
Income Taxes (note 1) 
(CUNARENTIES See A ee de en Pe ir 89,738 
DIMEN REG? Jaca eee eee ey Ge eee econ cee ee aa DU DOS) 117,293 ele OMO MeO 
Earnings before Extraordinary Item... ER ae 330)9382 178,905 
Extraordinary Item 
Reduction of income taxes on 
BONIS MOI il [UNO WOAIS OSSs 2g os0s coon aocuce 89,738 
arin (Stare Pee onthe oh eh clo comme S 420,670 178,905 


Notes to Financial Statements 


1. As at December 31, 1972, there were approximately $340,000 of losses which may be applied against taxable income of future years not 


later than as follows: 1974-$246,000 


1976- $94,000 


2. Reinsurer’s advance and deposit contra accounts on the balance sheet for 1971 have been reclassified for comparative purposes. 


Statement of Retained Earnings 1972 1971 
For the year ended December 31, 1972 $ $ 
EatninGsato tmthem ic aimeemn emia pte hiycte mune (rar ore nye Ol nce Gon See wheat ee ue ae SuSaps oo 420,670 178,905 
RetainedieanmingsrateBeginningeOnm catzes aric ttie. c-iciee a ee ee iy yaa ak ee ewe conan 4,292,294 ne eciste) 
Retail ncdkeanningszatwencdtotmncaleys etter ea ea ck a 2 eS Oun | sme op died eactboalane oss 4,712,964 4,292,294 
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Merit Insurance Company 


oy 1971 
Balance Sheet as at December 31, 1972 § : 
Assets 
(2S) en A ce Ons ee rn eee tas Nn eS Ed lame Role did ia Comoe 0 d.o 8 Ke 307,554 405,491 
ASUMSUIKSI AS SOONG) ES KO. OF OUNSIGINCHIMe CIETINAS (COMI) ono ceo ceo pou oc reson efuescseoonnor 292,536 380,606 
ACCOUNES: TECEIV ALDI Oe iae Sec chee yee tice cet se aT na toe le dle we teh SPC dc ee I TCR 1,808,210 1,746,526 
Prepaldiexp@nseSs Ss eS Sat Ser eee tt ce. sea Ae, ye er tere Oe ee 6,151 5,433 
Investments—at cost plus accrued income 
(quoted Value 1972S O24 eat OVA SOO 3.878 OF ieee eer etree el ee eg en leaner eee 12,490,613 11,461,333 
Office equipment and automobiles—at cost, 
less-accumulatedidepreciationvof s28.6:4-2.7.0 (97 115 2.9)-3)' 77.8.) ramet een eee ae 159,871 WOO 
Keaseholdrimprovements—at COSt, |ESSiannOUntsSiVVnilte mi O ih ye memene yen ine ee cneete = teenc etree neers rare ee 216,38 232,979 
15,281,468 14-39 9F5S5 
Liabilities 
Accounts payablerandraccrued abilities ences coc tcerucer tease eee cate 238,486 292,804 
ACETUEG: PREMUUIITAXCS sx Sse bon eaten arte ieless Lex eset ois en ee Moet en ER a 52,520 SL, O22 
Provision Tonoutstandinguclaimsrand:adiustimanexmemse Sime meenener wenn neem mntne nen neta aa ar ie =e ara Se Che SE 3,081,067 
Reinsurer'ssadVvance (COMA) eis cs OHM coa eS enes ere tear See rnc per etre rnc nec gaa 2OR5S6 380,606 
3,982,534 Sa S Oso 
Unearined: PremMits TESSIV Eis. cers eects. ct cots care sss ects oss etal aro NORE OT iN eon ne nee 4,418,819 4,180,646 
Deferred IMCOME TAXES cis tgs cee oe Set Aes a Gee Cheers a ren ee ee eee 506,851 479,296 
8,908,204 8,446,941 
a s 
Shareholders’ Equity 
Capital stock 
Authorized— 
10,000 shares of $100 each 
Issued and fully paid— 

5, 830' shares: 2's 5 bo Ben ka Bos Ry ee eae er ce en 583,000 583,000 
Premium om: shhares: iSSued) chek. koe. eeedhe Cosmas ieee Ieee ene 327,300 327,300 
Contributed: Surplus: so 2 seek od hese sa Seatac ae ce ea geo aaa re 750,000 750,000 
Retained! Carmine > seco Ge ee eee Serre Nee ota eet cmc se a OP gr 4,712,964 4,292,294 

6,373,264 5952504 
15,281,468 14,399,535 
Signed on behalf of the board W. R. Livingston, Director D. J. Wilson, Director 


Auditors Report to the Shareholders 


We have examined the balance sheet of Merit Insurance Company as 
at December 31, 1972 and the statements of earnings and retained 
earnings for the year then ended. Our examination included a general 
review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary 
in the circumstances. 


In our opinion these statements present fairly the financial position 
of the company as at December 31, 1972 and the results of its opera- 
tions for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the 
preceding year. 

McDONALD, CURRIE & CO. 
February 2, 1973 Chartered Accountants 
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The Sovereign Life Assurance Company 


of Canada 


New ordinary insurance and annuities issued in 1972 
totalled $60.2 million. This represented an increase of 
17% over the previous year and a greater increase than 
recorded by the industry as a whole. 


The increase in ordinary insurance and annuities to 
$375.8 million represented the largest annual growth in 
this account in the Company's history. 


Revenue, consisting of premiums and-investment earnings 
including interest, dividends and rents, amounted to 
$13,839,415 (1971—$12,295,779). 


Investment earnings continued to increase due to the 
larger investment portfolio and an improvement in net 
yield to 6.58% from 6.37% in 1971. 


The present value, discounted at 5%, of future earnings, 
after tax, from business now in force and from which 
earnings would continue even if Sovereign were to cease 
all selling activity, was calculated at December 31, 1972 
to be $3,132,178 (1971— $2,988,067). 


Copies of the Sovereign 1972 report, which reflects a year 
of solid progress, are available from the Secretary of 
Sovereign or of IAC. 


Selected Sovereign Life Statistics 


(Millions of Canadian Dollars) 
Insurance in force: 
COG IIMENAY. = 13 Seely SSR U ON Ce PO te 


New business written: 

OURGIIMEIAY.. c= 6. 3 Big achat Ae 
GIOMOMUING ING NANG Etc itourin ae ects caf sis weureek aun aliativoe « walkRens 
POLE TOSRAVE Bel 6 3 RES FE Coa ee baer eee eee 
WOwall ASSSUS Lc S e eere, Se 6 eee ee Oe Sn a Rr re 
NGtaiteneStse anne Gs Cle COM ae at.c on ontecrat ied ext oaholers Gy he Suton wks 


IS al 1970 1969 1968 TIOZ] 
375.8 343.7 323.9 SUC BOSS 216.2 
471.7 401.4 420.0 449.6 386.8 2.6 
847.5 745.1 7143.3 760.6 680.3 218.8 
60.2 51 47.4 46.9 44.0 13.8 
70.4 (18.7) (29.6) 62.8 S210 0.7 
48.3 46.7 45.4 45.6 449 31.2 
68.4 65.4 63.2 62.5 60.4 46.1 
6.58 O.37/ Ono7 6.20 6.05 D1 


*Year of acquisition by IAC 
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Toronto, Ont. 
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Roger H. Charbonneau 
Montreal, Que. 
Ecole des Hautes Etudes Commerciales 


Hon. E. Davie Fulton, O.C. 
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The Sovereign Life Assurance Company of Canada 


1972 1971 
Statement of Revenue For the year ended December 31, 1972 & 5 
Revenue 
PACCAMUlaNsrelarelelnMUInIWCOMSICICUONSs oboe co ouesusoobobooeguobeubonmancacasauoroonons 9,600,438 8,349,352 
Interest, dividends and rents, less related expenses of $275,242 (1971—$264,548)............. 4,238,977 3,946,427 
: eae ae A 13,839,415 12,295,779 
Policyholder Distribution and Expenditures 
Amounts paid to or set aside for policyholders and beneficiaries— 
DeathrandondinanvzdisabiliitweclainnSen crnecmetetete casei nee reese at ea ee nner ae 2,865,765 2,741,442 
GROUP ALSACE Si Ae sav celsoh excises ore sessed ayes dae Ce es se ae ene or I Z7SOTS 1,130,604 
Matured SnGOWIMEMUS ss. keccenieoc, cles vee oeak noe eared Sa ate oe tcc nace enn 876,735 579,224 
ARNUIty: BEMefMS 2c Se Te eee, ek ee i Se Se cy 50 kr aa re 200,868 208,952 
SUMEM GST Val WSS a steer ar eecehaecauebisy, shoud Gort ain tee uemiwe nd Geena eine ye lites koma ee a 1 choles) 7/ 1,784,454 
INCKeaSelin TESChVeSHOmINSUKAMCe anGeaminUNtVe O Mia CLS renew ye neue etree cin errno 1,597,982 1,240,410 
Interest: crediteditosUnadsonndeposity ane me MST Oran UG eee eereeee meter ea nme near tr etter ar tire ene ere 285,983 257,912 
8,466,829 7,942,998 
Dividends to participating policyholders (including decrease in provision).................+0- 797,772 876,841 
Policy holders: INVEStIMOMEaX CSc yn5. fic ere citar pre. cocina ecieense ere cu aioe gece one eee ute ur a 119,000 186,000 
Group experience rating refunds (including increase in provision)..................0e0 eee eae 483,573 49 957 
9,867,174 OLDS) / SIE 
Operating, Expenses. Arcos ice tye cates ce career ho CS ee ootcteara, oy ST wenn Se a 3,127,146 DESI S28) 62 
12,994,320 11,988,158 
Operating Revenue Beforerlncometaxesa 2 2 .c 4) nea wae a eae 845,095 307,621 
Provision: for Income: Taxes: .2i-sccnceaepe oceans eoethty ee mR are cer a eee en 447,000 113,000 
Operating. RevVentle is ccou 2s cenh were ose sh Ske tee eee oe Nene esd ais re 398,095 194,621 
(Glin) Olah Clisoxoysell li GECUNAMES Ciel OMENS obec ca oc ono tb aucecddnoncebonoecavpnegancoe 56,365 260,253 
Excess of Revenue Before Overprovision of Prior Years’ Taxes...................0 00-00 eee aeee 454,460 454,874 
OVErprovisiOMmOf PhlOryeans; TAXSS ye. ci. etscce ac care tere tne een ne ena 116,436 — 
Excess of Revenue for the: V ear cia ec ces syd khan er 570,896 454,874 
: 1972 1971 
Statement of Unassigned Surplus Forthe year ended Dec. 31, 1972 i : 
Unassigned Surplus—beginninglotsyCarare ame cence ee een ae 7,369,488 7,014,614 
EXC6SS: Of FEVENUE TORY ESS is ac fic core cutee, cael cee a Te eee en ae 570,896 454,874 
7,940,384 7,469,488 
Allocation, to CONntingenGy: TES CIV. ecco scree ct ears te ee et 100,000 100,000 
Unassignedisurplus—endiofayearn (moteyZ) rar waren nee cet mene 7,840,384 7,369,488 


Auditors’ Report to the Policyholders and Shareholders 


We have examined the balance sheet of The Sovereign Life 
Assurance Company of Canada as at December 31, 1972 
and the statements of revenue and unassigned surplus for 
the year then ended. Our examination included verification 
of the cash and investments in bonds and stocks by 
certificates from the depositories, a general review of the 
accounting procedures and such tests of the accounting 
records and other supporting evidence as we considered 
necessary in the circumstances. The reserves and other 
liabilities under the various assurance and annuity contracts 


are stated at amounts certified by the company’s actuary. 

In Our Opinion, based upon our examination and upon the 
certificate of the company’s actuary, these financial state- 
ments present fairly the financial position of the company 
as at December 31, 1972 and the results of its operations for 
the year then ended, in accordance with accounting prac- 
tices appropriate to the insurance laws of Canada applied 
on a basis consistent with that of the preceding year. 


McDONALD, CURRIE & CO. 


January 29, 1973 Chartered Accountants 
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The Sovereign Life Assurance Company of Canada 


Vi 
Balance Sheet as at December 31, 1972 ER : oe 
Assets 
Boncdsrancedebentures.at amortized cost or less (mote 1))....5.. 5.5.00. neee se oeee ee adasece. 24,783,176 22,548,963 
Commenrancmoretemed stocks,-at Cost orless (Note 1), 25h. ... age un eases eee sees sees ne ae 3,955,005 S,00G,925 
Fitsuimongages-and agreements forsale onvreal estate. ..9....5 5.26 0. ee ee we eee et ee nee ees 32,660,793 31,244,424 
UoOansmonpoolciesasecured DY Gash ValUCS ey) oJ hele fos was Sao HL eae oayiy oe ale uneed « ADS 3,889,187 3,806,914 
Real estate— 

Purchased for income, at cost, less amounts written off—$112,702 (1971—$94,899)........... TOdnie7 od 1,304,554 
SASHeANGESOKtatenmMullNVEStIMeMtSatc.om oct eee ues SRO wre Siw cyewl node pcs weed wees gle eu 1,204,585 BONN SAS! 
rom SM RCO UNS CzOlCOIECHOM rn sacseci alias Ghee tk ahh cig a) 5 sins RmeRe sie tas erent onlin Gu Sba see ewe 208,241 147,716 
DIVeEStiMemminecomerduczan diac cruedane/= cans cats crtoies eatanete se So coe SNRs Gere Ate meets ca 670,124 621,258 
ORE EBSA Bao a:b Bie GE oo Bae ERE Cees OR ea eee bm ae A mes nine Panera tea oe ae ee 43,468 IZ3 502 

68,426,330 65,373,149 
Liabilities 
ResciVecHOMlNsurancecanavannulty CONntraCtsSs . 2 os nd ke na ps cep a oa pees isabel nel alee 48,267,926 46,669,944 
Ovi OIC SESMUIMG SHOM GED OSItarr. titans sek ker Gs o eens a se er sce eee cl ous) Gener Apter eRe SM owisese ss 5. hu 3,976,799 3,623,830 
Policy claims in course of settlement and provision for 

WINE OOMTSE! CAMS Oi SISHOOO CTSA ce hp o eae eke c eh oteuonousGugoun sn moe 853,591 79874 
VIGnuCrAG OlSMUAXGD LCD AVIM OCS ee. rac ates cohen aa Se, satielor on ates 6 0G ks eae merge ior tices cn ter? 2 ee 671,261 692,156 
KOKO NMEA ROUTE TetaXeSpaCChUeGis < che ca ricinus ssa ek poraens wc ceeieagacsensy © 1. Me eo ee wea Ie a 356,806 266,508 
UMC MITA OMIT SEAMCeACChUAlS peers one Ate cates street cha Gh gonGateis 5:12) RRR Ow) eae eo em reae 145,447 162,143 
EOS OnmomcivicendsstospolicVhOldeisxa.4 mes ce sg eee ek. os ene ue eal ee 1,936,817 1,942,985 
MIOVISIONMOMmeXDeKleEMCe atl NG nelUMOSceae., -.calac ac. 0 ins Solel suc a cats. Skee PP eee ewe 2 546,721 S037; 
Sicimananagentse bensiOncancinsurancentUndSar-a) race sreaiei-s.o AEA |) SEEMS ees ea nie Ge eee 1,673,403 1,494,044 

58,428,771 55,946,711 
Capital and Surplus 
Capital stock 
Authorized—10,000 shares of $100 each 
Issued—8,406 shares of $100 each of which 27 shares are fully paid (including 3 for which 
the balance of $75 each was paid during the year) and 8,379 shares are $25 paid .......... PVP TAS: 211,950 
MWSSUME MEMROSE IAC permet Sawyer oe 0 dca wea hd Rescteny ects hie TL Here Ne cet RS eg MAS Len or dts Lanes 1,000,000 1,000,000 
SONUIMACH CVENCSCING wer eee tet eet trn cae Gael & Lot as eee an Ch Pes ite Me gs Pho Sak anh i 850,000 750,000 
Sinalen@ Cons SUL USsa re ey megrortan seer rainy ath scus 2 oe Seon yen eb iene Ny re ER Seu coca Rens hrc 95,000 95,000 
Me SIGIR C LIES UPN RI SMR OLCE 2) ee Atins roi cits wee Sine cat ee tara Memes ee eat wee Me menam toee gece cea 8g an ss 7,840,384 7,369,488 
9,997,559 9,426,438 
68,426,330 657373149 
Signed on behalf of the board W. R. Livingston, Director J. S. Land, Director 
: : 172 SAL 
Notes to Financial Statements For the year ended December 31, 1972 ‘ : 
1. Valuation of Bonds, Debentures and Preferred and Common Stocks 

Walticsstatechitmtheubalancexsheet sus cute tue asi tia a ee ciee a eh tiach cl mene ee cece rcus, atel oiie 28,738,181 26,112,888 

EGTIMaLe GANA GtE VAIL Crect eed aa ay eet nok eag ne no eta OREN oh ence ern MIRE MRS, Cis fee ors shore cm ca 27,398,551 ZS S2NehON 

Maximum value at which these securities may be carried 

ASHDIeSCHIDe Gib VvathemMSULAMCE HAWS Olec aad dann Nae se. penele iene iene sts ena aa) an 28,241,797 24,901,847 


2. Unassigned Surplus 


The shareholders’ portion of the unassigned surplus amounts to $2,991,090 (1971—$2,386,408) of which $604,682 (1971—$299,774) 


represents the shareholders’ share of the net increase in unassigned surplus for the year. 
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Banks with which lines of 
credit are established 
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The Royal Bank of Canada 

Bank of Montreal 
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Bank of British Columbia 


U.S.A. 
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Common Stock 
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Registrars 


Common Stock 
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Montreal Trust Company 
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Guaranty Trust Company of Canada 
Montreal, Toronto, Regina, Calgary and Vancouver 


Stock Listings 


Montreal Stock Exchange 
Toronto Stock Exchange 
Vancouver Stock Exchange / Common Stock only 


Auditors 


McDonald, Currie & Co. 
Toronto, Chartered Accountants 
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IAC LIMITED 
HEAD OFFICE - 45 ST. CLAIR AVENUE, WEST, TORONTO, ONTARIO M4V 1K9 (416) 964-2850 


This Supplement to the 1972 Annual Report of IAC is intended to provide a more com- 
prehensive record of the financial and operating experience of IAC, the parent company, 
and its subsidiaries than is required by most readers of our Annual Report. It has been 
developed mainly to try to assist bankers, institutional investors and investment analysts 
in the appraisal of securities issued by the IAC organization. It is our hope that share- 
holders, too, may find this Supplement a useful source of information. Your past comments 
have been greatly appreciated. Your suggestions for possible modification of the Supple- 


ment in the future will be welcomed. 


President 


March 1973 
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HISTORY AND OUTLINE OF OPERATIONS 


IAC LIMITED AND SUBSIDIARIES 


INCORPORATION: HEAD AND EXECUTIVE OFFICES. 


1 


[AC Limited (formerly Industrial Acceptance Corporation 
Limited *) was incorporated under the laws of Canada on 
February 7, 1925. The head office of the Company is at 
45 St. Clair Avenue, West, Toronto, Ontario. 


*Effective November 2, 1970, the change of name to IAC Limited was 
authorized by supplementary letters patent. 


DEGREE OF CANADIAN OWNERSHIP. 


2. At December 31, 1972 of the 12,672 holders of IAC 


common stock, 96% in number, owning 96% of the 
approximately 13 million shares* outstanding, were 
domiciled in Canada. No one shareholder or group of 
shareholders beneficially owns a controlling interest in 
IAC or is specially represented in that sense on the Board 
of IAC or on the Board of any IAC subsidiary. 


“Effective May 5, 1969, the common shares were subdivided on a 
2 for 1 basis. 


BOARD OF DIRECTORS: EXECUTIVE COMMITTEE. 


<F 


There are 16 members of the Board of Directors, 3 of 
whom are ‘inside’ or company officers, while the 
remainder are prominent members of the business com- 
munities of Canada’s principal cities. In its deliberations 
the Board thus draws on a broad spectrum of views based 
on wide ranges of business experience, geographic 
backgrounds, and knowledge of varying economic 
conditions. 


. An Executive Committee, consisting of 7 Board Mem- 


bers, 3 of whom are ‘inside’ directors, functions with 
broad powers when the Board is not in session. Organ- 
ization charts showing the Senior Management structure 
of the principal borrowing companies — IAC and Niagara 
Finance Company Limited — appear on pages 10 and 11. 


STAFF DEVELOPMENT POLICIES. 


5. 


In a labour-intensive service industry such as that 
carried on by the |AC companies, the development of capa- 
ble, experienced management, each member with a high 
standard of integrity, is essential to achieve and maintain 
those standards of sound, profitable growth required by 
a company to ensure success over the long term. 


6. Always taking care to preserve the proper mix of age 


groups in top and middle management, it has been the 
company’s policy to develop its own management people 
rather than acquire them from outside. Exceptions to this 
policy are made when any basically new activity is 
undertaken — such as the leasing and lending carried 
on by the IAC Capital Funds Division, operating The 
Sovereign Life Assurance Company of Canada, or other 
activities requiring professional or specialized qualifica- 
tions. 


. The company will not undertake any expansion of an 


existing service, or development of a new service, 
unless adequately trained management is available. At 
times this policy may have seemed to slow down the 
rate of growth of the organization, but it is believed that 
the dangers resulting from expanding beyond the capacity 
of the available, trained, human resources far outweigh 
the possible rewards, which would be mainly in the 
short term. 


. Some idea of the effectiveness of the staff devel- 


opment policies may be obtained from the following table 
relating to the parent company and to Niagara Finance 
Company Limited at December 31, 1972. 


Average in years 


Service with 


Number IAC Age 

IAC — Branch Managers w/e 18 37/ 

— Regional Managers 2. 20 45 

— Officers 31 26 51 
Niagara Finance — 

Supervisory Staff 44 lisyy 38 


“Industry and IAC experience combined. 


DIVERSIFICATION POLICIES. 


9. The diversification policy of IAC is based on providing a 


broad range of country-wide financial services, or 
services functionally related to finance, for Canadians 
and Canadian business. This policy, while permitting 
IAC’s entry into many fields, retains ‘finance and/or 
financial services’ as the common denominator to permit 
optimum benefits from the experience and training of 
existing staff, plus the maximum integration of operations 
and personnel. 


10. Diversification outside of Canada has been considered 


from time to time. Since 1961 Niagara Finance Company 
Limited has developed a viable consumer loan operation 
in the United Kingdom and now has 12 branches in 
major English cities. 


RANGE OF SERVICES OFFERED. 


11. Throughout Canada, IAC and its subsidiaries offer a 


wide range of financial services, suchas: 


Through IAC: 


Wholesale and retail sales financing of durable goods and 
related dealer loans; 


Fleet and equipment financing ; 
Portfolio discounting; 


Leasing of revenue-earning and other equipment; 


Through subsidiaries : 


Consumer instalmentloans and appliance sales financing; 
Mortgage loans for homeowners; 
Purchase of existing mortgages. 


Casualty insurance — automobile, physical damage and 
liability ; 

— comprehensive cover for home- 
owners; 


— personal liability ; 


Life insurance — savings annuities, and all types of 


life coverage. 


WHOLESALE SALES FINANCING. 


12. The mass production of durables requires a specialized 


service to finance the movement of the goods from the 
manufacturer’s production lines to the dealer’s show- 
room. This need for wholesale sales financing continues 
until the dealer makes a sale to a retail buyer. Features 
of this ‘wholesale’ service are: 


Dealer credit line approval — Before recommending a 
wholesale credit line for approval, IAC branch managers 
review carefully trade and other credit reports, together 
with the dealer’s current financial statements and his 
marketing records for several years. Such credit lines are 
usually sufficient to cover about 45 to 60 days’ estimated 
sales, have stated expiry dates (usually 1 year), and 
can be cancelled by IAC for cause at any time. For 
shipments of units dealers require on wholesale, each 


dealer must first consult with and obtain specific approval 
from his local IAC Branch on the basis of either (a) 
monthly bulk orders of units as described in a ‘Dealer 
Monthly Order List’ or (b) on a unit-by-unit basis. 
IAC works very closely with manufacturers to ensure that 
dealers maintain a realistic level of inventories in relation 
to their expected retail sales performance. 


On demand conditional sales contract — The dealer’s 
purchase is usually evidenced by a wholesale conditional 
sales contract, drawn on a demand basis, purchased 
from the manufacturer by [AC without recourse. About 
95% of wholesale volume in 1972 represented motor 
vehicle financing (1971: 95%) and the remainder was 
for mobile homes, home appliances, etc. About 1% of 
1972 volume (1971: 1%) represented used car wholesale 
which is usually secured by chattel mortgage. 


Special wholesale branches — Over 80% of IAC’s whole- 
sale volume is purchased through 2 wholesale branches 
located in Toronto and Windsor which provide specialized 
facilities for coordinating manufacturers’ shipments to 
dealers through IAC. 


Audits — Merchandise on wholesale is audited at least 
once every 30 days by IAC staff. This surprise audit 
includes an actual inspection of units and the check of 
model and serial numbers against the related wholesale 
documents. The auditor pays particular attention to the 
physical condition of units and, if any show damage or 
signs of unauthorized use, payment of the balance owing 
on the unit is normally required. If any units are sold and 
not paid for (sold out of trust) then the dealer has to 
arrange immediate settlement, unless such units have 
been sold to any government department or other 
financially sound institution that settles its accounts 
payable only at stated intervals. In such cases, an 
assignment of proceeds is obtained whenever practicable. 


Insurance — Merit Insurance Company, a subsidiary of 
IAC, provides comprehensive insurance coverage (de- 
livered cost, less $25 deductible) on all new, unused 
durables on wholesale while on the dealer’s premises or 
in approved storage. Merchandise in transit from the 
manufacturer to the dealer is also insured by Merit 
against normal transportation risks. This coverage supple- 
ments any responsibility of the carrier. 


Turnover rate : terms — In general the dealer must pay for 
merchandise as soon as it is sold. However, when a 
unit has remained on hand unsold for more than 90 days, 
the dealer must pay down the wholesale delivered cost, 
usually by monthly instalments. Thus wholesale volume 
has a high turnover rate. In 1972 the wholesale volume 
of $1,112.5 million (1971: $955.3 million) produced 
monthly average wholesale receivables outstanding of 
$184.2 million (1971: $158.7 million). Turnover rate for 
the entire wholesale portfolio was 75 days (1971: 73 
days) at year-end. 


RETAIL SALES FINANCING. 


13. 


14. 


15. 


16. 


17. 


18. 


Retail financing is a service providing for the purchase 
from dealers of receivables (time-payment paper) arising 
out of retail sales of durable goods such as motor 
vehicles, revenue-producing machinery, commercial 
equipment, mobile homes, household appliances, etc. 
Repayment on such contracts is usually by monthly 
instalments over varying periods depending on the type 
of article financed. For 1972, in Canada, over 94% of 
the retail financing volume and 93% of year-end out- 
standings originated with IAC — the remaining retail 
financing originated with and was serviced by Niagara 
Finance Company Limited. In paragraphs 14 to 18 the 
remarks and statistics refer to IAC business only. 


|AC’s retail services include ‘lease financing’ of motor 
vehicles and equipment. In such transactions IAC 
generally purchases lease agreements written between a 
dealer and a leasing company. This security is usually 
supplemented by an assignment of the related lease 
agreements. At December 31, 1972 the total of ‘lease 
financing’ receivables was $55.1 million (1971: $59.0 
million). 


In 1972 over 90% of all retail financing contracts pur- 
chased were for periods of 36 months orless (1971 : 92%) 
and monthly collections from outstanding accounts 
averaged $37.6 million (1971: $36.1 million). 


At December 31, 1972 the 190,000 balances outstanding 
on such receivables averaged $3,369 (1971: $2,620). 
The risks were widely spread geographically and diversi- 
fied as to occupation of the purchaser. 


The nearly 6,500 authorized dealers, who have sold 
the durables to the instalment buyer, and from whom 
IAC has purchased the receivables, are carefully screened 
for financial responsibility and management competence. 
Each dealer has authorized retail credit limits and must 
follow procedures laid down by IAC as to down pay- 
ments, term of transactions, and investigation of buyers’ 
credit standing. Normally the purchase of a contract of 
over $5,000 ($10,000 to $25,000 in some special cases at 
industrial branches) must be approved by a senior credit 
authority. 


In addition to the covenant of the buyer, title to the 
merchandise, and in most cases insurance on the life of 
the buyer, [AC is usually further protected by a repurchase 
agreement from the dealer and, in some cases, a portion 
of the purchase price payable by IAC for the receivable 
is temporarily withheld as an additional reserve (Dealer 
credit balances — see page 40). Evidence of adequate 
casualty insurance coverage is obtained for all major 
items. As additional protection, in event of ‘disability’ 
lasting longer than 30 days, individuals purchasing new 
and used motor vehicles may, through The Sovereign Life 
Assurance Company of Canada, a subsidiary of IAC, 


insure payment of all their instalments while disabled 
except those due in the first 30 days of disability. The 
coverage is up to $250 per month for a single contract, 
or up to $350 per month for multiple contracts. The 
disability must be due to an accident or illness lasting 
for longer than 30 days. To partially compensate dealers 
for their repurchase obligations, [AC provides a “Dealer 
Protection Plan”. All amounts paid under this plan are 
included in the credit losses summarized on page 29, 
item C 18.19. 


LEASING, COMMERCIAL LOANS, ETC. 


19. 


20. 


21. 


22. 


23. 


In August 1960, |AC’s charter powers were amended to 
permit IAC to make loans for general business purposes 
to individuals or businesses not otherwise customers 
of IAC. For this purpose the Capital Funds Division was 
then formed. The Division includes 2 closely associated 
companies, both wholly-owned by IAC: 


e Capital Funds (IAC) Limited; 
e Capital Funds (IAC Ontario) Limited. 


Through offices in Montreal, Toronto, Calgary and 
Vancouver, this Division functions under its own general 
manager with its own staff, and specializes in capital 
assets leasing. Arrangements are made with corporations 
for the purchase and lease of major units of capital 
equipment. Frequently, this is done on a master lease 
basis tailored to the nature of the project, which permits 
the acquisition of additional items as required. This 
facility is designed to serve highly credit-worthy business 
for whom leasing becomes another source of external 
financing for growth. Usually leases of items costing less 
than $100,000 are handled by the Industrial Division 
of the IAC retail sales financing services and/or by IAC 
general purpose branches. 


The portfolio of commercial loans and mortgages has 
been permitted to decline. At the present time it is con- 
sidered to be more productive to channel the main efforts 
of the staff of this division into leasing activities. 


All applications are submitted by Capital Funds Branches 
to the Division’s senior officers for careful investigation 
from a credit viewpoint and for feasibility by qualified 
personnel. Real estate security is inspected and appraised 
(if considered desirable by outside professional apprais- 
ers). Where the proposal deals with a manufacturing or 
other process, an ‘in the field’ investigation of the pros- 
pective client’s business will be made by qualified 
personnel. 


All transactions are approved centrally by various credit 
committees authorized to deal with proposals up to 
certain amounts. The committees include executives 
from both the Capital Funds Division and IAC. For 
requests in excess of $3 million, approval by the Executive 
Committee of the IAC Board of Directors is required. 


24. 


25. 


26. 


Loans outstanding in the Division are all secured by 
traditional collateral such as mortgages, floating charges, 
and so on. Fire insurance with extended coverage is 
obtained for all requests involving tangibles. 


Forleased assets comprehensive general liability insurance 
in the amount of $1.5 million, plus $5 million ‘Broad form 
excess coverage’ with a $25,000 deductible is carried. 
Separate coverage has to be obtained for aircraft and for 
watercraft over 26 feet. 


The total of transactions made by this Division since its 
founding in October 1960 to December 31, 1972, was 
$392.1 million. The amount outstanding at the latter date 
was $207.5 million (1971 : $161.3 million), represented by 
339 (1971: 343) accounts owed by 198 clients — an 
average of $612,000 per account (1971 : $470,000). Net 
losses in this Division have been 0.60% per annum of 
average outstandings since inception and recoveries ex- 
ceeded losses by 0.25% in 1972 (1971: net losses — 
0.77%). 


CONSUMER INSTALMENT LOANS. 


27. 


28. 


29. 


Niagara Finance Company Limited (Niagara), incor- 
porated by Ontario letters patent on February 13, 1930, 
became a wholly-owned subsidiary of IAC in 1946. 
Under the Small Loans Act, Niagara offers instalment 
cash loans up to $1,500. In addition, loans up to $5,000 
and sometimes more are made, and sales financing 
facilities largely for the purchase of home goods and 
recreational equipment are provided. For individual cus- 
tomers, less than 65 years old at the date of a transaction, 
Niagara makes available to those desiring it, insurance 
protection on the remaining unpaid balance up to 
$10,000 including applicable service charges for both 
(a) life insurance and (b) disability insurance in the event 
of disability due to accident or illness lasting longer than 
30 days. Both types of coverage are underwritten by 
insurers not connected with the [AC companies. 


The company has grown:steadily from a single office 
operation to one with 257 branches In Canada and 12 in 
the United Kingdom. During 1972 the average transaction 
amounted to $1,050 (1971: $960) — and the average 
term was 32.6 months (1971: 31.8 months). Niagara is 
the largest Canadian-owned consumer loan company 
and at December 31, 1972, had over 223,000 customers 
with receivables of $197 million. Niagara also manages 
for IAC the affairs of the two mortgage companies 
mentioned in paragraph 34. 


Prospective borrowers’ credit standing is carefully 
checked by Niagara personnel using time-tested, reliable 
sources of information. In general branch managers may 
approve loans up to $2,500. Limits for more senior 
managers may vary up to $3,500. Loans over these limits 
must be approved by district supervisors. With other 
Canadian consumer loan companies, Niagara co-sponsors 
non-profit-making lender’s exchanges in ten of Can- 
ada’s major cities to ensure that prospective clients 
limit their borrowings to a maximum of two loans. 


30. 


31. 


32. 


33. 


Niagara branch offices are managed by people with an 
average of eight years experience in the industry and are 
supervised by a group of twenty-six district supervisors. 
The average length of industry experience of such super- 
visors is fourteen years. They make frequent impromptu 
branch visits to appraise the quality of business and the 
effectiveness of branch management. Such visits are 
supplemented by inspections of directors of supervision 
and other head office executives, as well as by the parent 
company’s internal auditors. 


Careful investigation of loan applications and control of 
loan approval has limited net losses to 1.35% in 1972 and 
to 1.17% per annum of average receivables outstanding 
over the past ten years. 


Niagara continues to actively participate in the industry’s 
Consumer Credit Education Program, both financially and 
with ‘support people’. These support people assist in the 
showing and explaining of Consumer Credit Education 
Program films, which, since inception, have been pre- 
sented to more than 300,000 students and adults across 
Canada. 


Another of Niagara’s public relations activities include 
providing financial support each year to a number of 
Credit Counselling Service centres which are established 
in such cities as Toronto, London, Ottawa, St. Catharines, 
Sudbury, Windsor, Oshawa, Kingston, Kitchener, Sarnia, 
Sault Ste. Marie and Hamilton. 


MORTGAGE LOANS FOR HOMEOWNERS. 


34. In 1963 IAC incorporated two wholly-owned subsidiaries, 


35. 


36. 


Niagara Mortgage & Loan Company Limited which 
operated in all provinces other than Ontario and Niagara 
Realty Limited which operates in Ontario. In 1970 
Niagara Mortgage & Loan Company Limited acquired 
all the outstanding shares of Niagara Realty Limited from 
IAC. In 1971 Niagara Mortgage & Loan Company 
Limited changed its name to Niagara Realty of Canada 
Limited (NR). 


From 237 locations in major cities across Canada both 
companies offer first and second mortgage financing on 
residential properties and also purchase existing mort- 
gages. Individual loans generally do not exceed $25,000, 
with repayment schedules up to twenty years. In 1972 the 
average mortgage written was $8,063 (1971 : $7,127) and 
the average term was 130 months (1971: 123 months). 
As at December 31 receivables amounted to $94 million 
(1971: $76 million). 


Pursuant to arrangements made in 1964 with The Royal 
Trust Company the companies participated in combined 
or high-ratio mortgages. By reason of recent legislation 
enabling trust companies to make high-ratio insured mort- 
gage loans, such participation was discontinued. 


37. 


38. 


39. 


The credit standing of all prospective borrowers is care- 
fully checked from reliable sources of information. In 
addition, each property is inspected and appraised. In 
general, branch managers may approve mortgages up to 
$7,500. Limits for more senior managers vary up to 
$12,500. Mortgages over these limits are approved by 
senior officials of the companies 


The operation of the two mortgage companies is admi- 
nistered by supervisors of Niagara, operating out of six 
regional offices across Canada. The supervisors make 
regular and impromptu branch visits to appraise the quality 
of business and the effectiveness of branch management. 
Other visits by senior executives back up these inspec- 
tions. 


Sound appraisals, together with careful investigation of 
mortgage applications have limited net losses for 1972 
to $89,629 (1971: $64,721). Net losses since inception 
in 1963 have been 0.11% per annum of average outstand- 
ings and were .11% for 1972 (1971 : 0.10%). 


CASUALTY INSURANCE. 


40. 


Merit Insurance Company was federally incorporated in 
1953. IAC owns all the issued shares of Merit except 
those held by the directors for qualifying purposes. 
Merit offers many lines of general insurance such as auto- 
mobile, residential fire and commercial lines to the public 
through its representatives in principal cities across 
Canada. As planned, writing motor vehicle coverage for 
the parent company’s retail automobile sales financing 
activities was phased out in 1972. At December 31, 
1972, Merit had 77,100 policies in force (1971 : 80,500) 
of which approximately 58% (1971: 66%) were for 
motor vehicles. Merit’s audited financial statements are 
reproduced in the 1972 Annual Report and a condensed 
statement of Merit’s operating results appears on page 42 
of this Supplement. 


LIFE INSURANCE. 


41. 


The Sovereign Life Assurance Company of Canada was 
incorporated in 1902 and acquired by IAC in December 
1962. IAC owns all the issued shares of Sovereign 
excluding those owned by the directors for qualifying 
purposes. Sovereign contributes to the IAC integrated 
services concept through the sale of all the usual forms 
of ordinary and term life insurance, of guaranteed an- 
nuities, and provides estate planning services. Sovereign 
also underwrites group creditor life insurance fer IAC’s 
retail sales finance customers and for clients of the two 
Niagara mortgage companies. At December 31, 1972, of 
Sovereign’s assets of $68.4 million, 47.7% (1971 : 47.8%) 
was invested in conventional mortgages on Canadian 
residential and commercial properties, and 42.0% (1971: 
39.9%) in Canadian bonds and equities. Sovereign’s 
audited financial statements are reproduced in the 1972 
Annual Report and other relevant information appears on 
page 31 of this Supplement. As already stated on page 
6, para. 18, Sovereign offers an optional ‘payment pro- 
tector plan’ to individual purchasers of new and used 
motor vehicles, in event of disability due to accident or 
illness lasting longer than 30 days. Sovereign also under- 
writes certain types of group insurance for the customers 
of concerns unrelated to the IAC organization. 


MORTGAGE INSURANCE. 


42. |n 1972 in collaboration with three other major financial 
institutions, IAC formed The Sovereign Mortgage 
Insurance Company whose primary business is insuring 
of high ratio mortgage loans. The company started 
business in March 1973. 


INTERNAL CONTROLS. 


43. Internal control of IAC and its subsidiaries is exercised by 
such means as: 


(a) The management organization structure — part 
of which is outlined for IAC and for Niagara by the 
charts shown on pages 10 and 11. The manage- 
ment organization structures are constantly mod- 
ified to cope with the effects of innovation in services 
or in administration. In mid-1969 IAC adopted a 
decentralized divisional concept of management 
consisting of 6 divisions as follows: 


e Western—4 Western provinces and Northwest 
Ontario ; 


e Ontario — except for Northwest branches; 


e Quebec—including certain branches in New 
Brunswick; 


e Atlantic—including the remainder of the New 
Brunswick branches and those in Newfoundland, 
Nova Scotia and Prince Edward Island; 


e Industrial — covering all industrial business at all 
branches across Canada; 


e Capital Funds — see para. 20. 


(b 


~~ 


A carefully organized credit approval system — 
which is flexible enough to leave routine smaller 
credit decisions to be made at branch level and yet 
have more important decisions approved without 
undue delay by the appropriate company officers 
(see paragraphs 12-17-22-23-29-37-43(a) ). 


(c) Inspections by senior officials — For the parent com- 
pany, there are 10 geographical regions (1971: 10) 
each headed by a Regional Manager — Credit and 
Operations (RMCO), and a Business Development 
Manager constantly working in the field. As a matter 
of general policy, the RMCO makes a minimum of 
one thorough inspection of each branch in his region 
each year, and more often if required. During 1972, 
all branches in all regions were inspected at least 
once. These credit and other inspections are backed 
up by visits by Division Vice-Presidents as well as by 
other Senior Executives. Niagara and Merit offices 
are similarly inspected and controlled. The operations 
of Sovereign Life are closely supervised by the 
Department of Insurance, Ottawa. 


(d 


~~ 


An internal audit department — Teams of internal 
auditors, under the direction of the Chief Internal 
Auditor, usually audit each IAC branch at least once 
yearly. Beginning in 1968 Niagara adopted a new pol- 
icy forits separate branches whereby such branches 
are usually only audited in alternate years. From 1968 


(e) 


(f) 


(g) 


onwards there were no audits of Merit Regional 
Offices because all underwriting and claims were 
then centralized under Head Office control. The 
programs of the Internal Audit Department are dove- 
tailed with those of the external public auditors and 
both internal and external auditors work closely 
together. Internal audit reports are presented to as 
high a level of management as is necessary to ensure 
corrective action. Such reports are also read by the 
external auditors, who visit some branches in the 
field each year and appraise the performance of each 
team of internal auditors. In 1968 a program of 
operational or functional auditing was started. This 
program already covers many aspects of EDP and, 
as staff is trained, will gradually be expanded to 
other ‘non-branch’ functions, in addition to covering 
the EDP area more completely. 


An expense budgeting and cost control program — 
company by company, branch by branch and cost- 
centre by cost-centre. One of the largest expense fac- 
tors is cost of personnel. To control this expense and 
yet ensure that fair remuneration is paid for each 
job, in 1967 a salary administration program was 
set up. The characteristics and responsibilities of all 
jobs and the appropriate remuneration scales are 
under constant survey by an internal review board 
advised by outside consultants. 


An electronic computer system — which permits 


central billing, listing, and checking of receivables 


as acquired ; company-wide control of rates, yields, 
renewals, rebates, extensions and delinquency on 
uniform standards, and the accurate and conservative 
calculation of unearned income as outlined: in 
section C54 on pages 40 to 42. 


Insurance coverage — IAC adequately insures, 
usually with outside insurers, all assets owned. 
The coverage also includes: $1.5 million com- 
prehensive general liability for bodily and personal 
injury, property damage, and tenants’ legal liability, 
plus $5 million ‘broad form excess’*; $1 million 
for employee fidelity*; $500,000 for any fraud- 
ulent contracts purchased from dealers*; and up 
*$25,000 deductible. 


to $75,000 for any one dwelling for mortgage 
impairment on security held by the 2 Niagara 
mortgage companies. For goods underlying sales 
finance contracts such as motor vehicles, industrial 
equipment. and all other major items, assignment of 
adequate insurance coverage is obtained. Except in 
the case of wholesale (paragraph 12), more than 
two-thirds of such cover is effected with outside 
companies — outside coverage is invariably obtained 
for assets collateralizing transactions by the Capital 
Funds Division. 


BORROWING OPERATIONS. 


44. The procurement of funds for the IAC companies is very 
carefully planned and controlled by the Finance Com- 
mittee of the parent company, the members of which are, 
for the most part, Senior Executives. The preparation and 
comparison of yearly and longer term forecasts of funds 
required are supplemented by quarterly, monthly, weekly, 
and daily checks and comparisons of actual borrowing 
with the related forecasts. 


45. IAC and its subsidiary, Niagara borrow in the short, 
medium and long term markets in both the USA and in 
Canada. In 1972 Niagara arranged for a line of credit in 
sterling for the use of its branches in the United Kingdom. 
Liquidity reserve policies, maturities, significant cove- 
nants, etc., are shown on pages 33 to 39 andin Appendix B. 


46. Niagara Realty of Canada Limited, under a Deed of Trust 
and Mortgage in favour of The Canada Trust Company, 
has issued three series of long term secured notes 
totalling $45 million. These notes are guaranteed by IAC 
Limited (Appendix B, paragraph 17). 


INTER-COMPANY BORROWING, ETC., POLICIES. 


47. |AC policy prohibits ‘lending upstream’ — in other 
words, IAC, the parent company, does not borrow 
from subsidiaries. Moreover, subsidiaries are not per- 
mitted to invest in IAC securities, either by way of debt 
instruments, or of preferred or common stock. 


[LAC LIMIfeED 


ORGANIZATION CHART — SENIOR MANAGEMENT 


BOARD OF DIRECTORS 


Ronald L. Cliff, C.A. *John B. Pennefather 
Frank M. Covert, Q.C. Joseph H. Ranahan 
*John S. Dewar Joseph S. Land Charles |. Rathgeb 


*Louls A. Lapointe, Q.C. 
*Keith H. MacDonald 


*Lyndon E. Nichol 
Chairman of the Board 


Conrad F. Harrington 
*Peter Kilburn 
David Kinnear 


Renault S. St-Laurent, Q.C. 
Grant E. Wemp 
Dennis K. Yorath 


*Member Executive Committee 


: ! : Bos)! Vy “dh Ly Spat 5 cae a -_ 
Executive Committee 1 President a 2 Policy Committee [ 
| J. B. Pennefather, Chairman K. H. MacDonald i K. H. MacDonald, Chairman 
= I L J 


ee ee ee ee ee ee ee ee ee 


“pee ae + gm a i 
Management Committee L Executive Vice-President Finance Committee 
k J. S. Land, Chairman r Joy Land S. F. Melloy, Chairman 

J 


Senior Vice-Pres. GM 
Quebec Div. — 


F. P. Paradis 


Senior Vice-Pres. 
Credit & Operations 


C. W. Neild 


Senior Vice-Pres. 
Business Dev. 


D. W. Maloney 


Senior Vice-Pres. Operations 
& Corp. Services 


R. E. Campbell 


Vice-Pres. — IAC 
President — Niagara 


B. F. London 


Vice-Pres. Finance 
S. F. Melloy 


Vice-Pres. GM Vice-Pres. GM Vice-Pres. GM Ind. & 
Ontario Div. Western Div. Cap. Funds Divs. 


W. J. VanWyck A. P. Bolin W. P. Davidson 


Vice-Pres. Bus. Dev. 
J.Y. Buchanan 


Vice-Pres. Vice-Pres. 
Atlantic Div. Industrial Div. Cap. Funds Div. 


C. N. Shanly R. K. Jackson 


& Secretary 
E. W. McCracken 


Treasurer Comptroller 


S.S. llaqua Ee LOLS 
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Vice-Pres. Personnel 


NIAGARA FINANCE COMPANY LIMITED 


ORGANIZATION CHART — SENIOR MANAGEMENT 


BOARD OF DIRECTORS 


Roland Chagnon, C.A. Byron F. London John L. O’Brien, Q.C. 


Joseph C. Clapinson Keith H. MacDonald John B. Pennefather 
James G. Kendrick Lyndon E. Nichol Grant E. Wemp 


Peter Kilburn L. Ronald Woodall 
Joseph S. Land 
Chairman of the Board 


President and General Manager 
B. F. London 
Treasurer Vice-President andAsst. General Manager Secretary 
a aOrs L. R. Woodall E. W. McCracken 


Asst. Vice-President 
and Asst. Gen. Mgr. 


R. Girardin 


Asst. General Manager 
D. G. Barkley 


Asst. General Manager| Asst. General Manager 
S. F. Kemp K. N. Toland 


Asst.General Manager 
L. A. Normandeau 


Dir. of Super. 
Division No. 6 


C. Todd 


Dir. of Super. 
Division No. 5 


Dir. of Super. Dir. of Super. Dir. of Super. ' Dir. of Super. 
Division No. 1 Division No. 2 Division No. 3 Division No. 4 


S. W. Cowan L. W. Vezina A. A. Daigneault E. C. Irving 


F. Chambers 


Supervisors Supervisors Supervisors Supervisors Supervisors Supervisors 
4 4 4 4 6 4 


Supervisor Advt'g and Supervisor Dir. of Personnel 
Credit Insurance Bus. Dev. Mgr. Statistical Dept. and Staff Dev. 


Dir. of Consumer 


Chief Accountant Relations 


J. H. Glover 


J. L. Warren R. M. P. Fisk N. R. Boyle N. Doorenspleet N. DeKovachich 
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CONSOLIDATED STATEMENT OF EARNINGS 
five years to December 37, 1972 


IAC LIMITED AND SUBSIDIARIES 


Millions of Canadian dollars 


Schedule A 


Percent. + previous year 


No. 1972 1971 1970 1969 1968 O72 Ou 1970 1969 1968 
1. AVERAGE ASSETS EMPLOYED :* ZS 837a le WA OUSaae NSD Oa OokoamO2OR +93 +21 4+ 42 4+ 87 4+ 8.2 
2. GROSS INCOME (Note 1): 147.6.) US8:591 4052S Ors eee Ze +66 —33 + 5.1 411.3 412.3 

EXPENDITURES: 
Cost of borrowed money (Note 2): 
Secured demand and term notes: Percent. of Gross Income No. 2 
3 Interest, including bank interest 46.4 43.2 Died 47.7 40.2 31.4 Slee 36.0 35.0 32.8 
4. Commissions and other charges ed Hag WAG, 1.6 1.6 1.0 Le 1.4 let iPS: 
5. Total money cost, secured notes 47.9 Ablie® GSB. e408 496 32.4 S220 37.4 30 ae 
Debentures: 
ey. Interest 7.8 7.8 Veh HAO 7.6 Dis HAS Ore Be. 6.2 
ve Other charges 0.2 0.2 0.2 0.1 0.2 0.2 0.1 0.1 0.1 rz 
8. Gain on debenture purchase and 
sinking fund operations, deduct 0.0 0.2 OW; 0.4 0.6 0.0 0.1 0.4 0.3 0.5 
S). Total money cost, debentures 8.0 7.8 UL 6.7 Wee. 5.5 ORO 5.0 5.0 5.9 
10. Total cost of borrowed money: 5, 9 65.9 b279 60.7 56.0 49.0 S79 38.1 42.4 41.1 40.0 
Casualty insurance subsidiary : 
ite Claims incurred 6.7 6.5 WS 8.4 6.8 4.6 4.7 Bat 6.2 5.6 
(Wee General and administrative 
expenses (Note 3): 43.2 40.7 40.9 40.2 36.8 ZIONS 29.4 28.6 ZOD 30.0 

iss LOTAL EXREN DIMUIRE Orel teaite2 105585 1000) S108:9 10476 92.6 71.8 Ui2e2 76.1 76.8 75.6 

14.  Pre-tax earnings: 2 less 13 41.8 38.4 34.3 SH st/ 29.9 28.2 27.8 EG 23.2 24.4 

15. Income taxes, deduct (see 26) 20.4 19r3 Uae 16.4 15:4 13.8 WO, eee lezen N26 

{Ney Balance: 14 less 15 21.4 19.1 16.7 1533 14.5 14.4 WCE 11.6 list sale: 

17. _1AC portion of increase in unassigned Percent. + previous year 

surplus of life assurance subsidiary : 0.6 0.3 0.2 0.2 0.1 |+101.7 +209 + 54 481.2 +530.9 

18. EARNINGS BEFORE SPECIAL ITEMS: 

VOY 22.0 19.4 16.9 (os 146] + 13.3 4151 + 89 + 50 411.0 

19. Special items (Note 4) — — — 0.3 — — — — —72.2 

20. EARNINGS: 18,19 22.0 19.4 16.9 5 14.9] 4+ 13.3 4151 + 89 + 37 4 5.1 

21. Preferred dividends, deduct 120 IO hel es 1.1)/—- 28 -14 — 35 — 24 — 1.8 

22. EARNINGS APPLICABLE TO COMMON 

SHARES 21.0 18.4 Ses 14.4 13.8] + 142 +163 +99 + 42 + 58 

23. Netpercommon share: daily average o/s:$ 1.65 1.50 SO ees! 1.15] + 100 +154 4+ 92 + 35 4 5.5 

24. Amount per share, special items (Note 4) — — — — 0.02 — — — —75.0 

Other percentages 

25. Percent of 22 paid out as dividend 51.3 yeh ie: 55.6 SEED 56.4 
26. Per cent income taxes (15) of pre-tax 

earnings (14) — (page 40) 48.8 50.2 Sys 51.9 leo 
27. Percent p.a. earnings (20) of 

average assets employed (1) eI 1.65 1.46 1.40 1.46 
28. Per cent p.a. earnings applicable 

to common shares (22) of 

average common shareholders’ equity . VS8450 13:02 2 -4ijee | 2 Ober pO 

Number of times (page 16, note 6) : O12 oan 1970 1969 1968 

29. Interest on secured term notes and debentures, earned (IAC, NFC & NR) Times FELIS 2.54 2.45 27 Dei 

30. Interest on debentures, earned (IAC only) ci 6.46 5.90 5.81 6.16 522 

31. Interest on debentures, earned (NFC only) 10:72 122.20... 218.805 47005 Ah ae 

32. Interest on subordinated debentures, earned (IAC only) 37 LO ter Oe ZOHO eZ O59 aly aoy, 

33. All interest and fixed charges covered by pre-tax earnings of as ee 

parent, plus dividends received from subsidiaries”** 1.66 1.62 deol 1.52 1.54 


*Calculation based on the five quarter-end average of audited consolidated assets. 
**In accordance with requirements of the New York State insurance laws. 
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NOTES TO CONSOLIDATED STATEMENT OF EARNINGS IAC LIMITED AND SUBSIDIARIES 


Schedule B 


Millions of Canadian dollars 


(ct) Analysis of gross income: 1972 1971 1970 1969 1968 
SalesHinancesimelucingdealemoans 2. 6 sk CC Cl 78.8 Soul 83.0 Tew) 
Consumer loans ay rs ee... Se ee ee en mes Oe! 29756 207 219 28.3 
RESIGEKUaMONCdaGeSar: Maman tibet Ny ace. 5 i ee TEA 9.4 WES S28 4.5 
CommerciaisloansrancdleasinGwes 2 = Ah—e= 6 OO 15.4 Rez 10.8 10.6 

Total earned service charges, etc. ee eee ee Feel be oats aon POO 15.3 
EroMisionsor dcoubttul receivables;deducted . 9. . % 5. « « « » & 4.5 Oe 6.3 Bao) One) 
Balai Cem) aim le emer a MR Fe ei yl tn es oe V86O. Tt 269er gl 29. Oe 221 108.8 
Earnedreasualty insutamceoremiUmMS Wales: ~.Bos 2 © & & so “% » 97 On5 10.3 10.6 HOS 


Investment earnings: 
Associated companies ee MS) ets se — -- — — 


Other: mainly from marketable securities ahd @oimercal paper oe = Paes oe oa 3.9 3.6 3.4 
ihotalGroscilncomespadenttZmINOMZe emer sale fo 5 & «a. 5 147-6 138.5) 4325 n1S6:8-" 122.5 

(2) Total cost of borrowed money includes: Seles 
(Q)MLOraishOnt-tehmimOMeVaACOSt. |. mNu . sM6. sl a aa 4 ¢ «a os 3. 4:2 14.5 23a 24.2 19.7 
(b) Total money cost other than short-term Score ps ee td eee LAS 38.4 37.6 31.8 DONS 
(c) Total cost of borrowed money — page 12, No. 10. sha eee i <6 55300 5m © 60a, . 56-0)" A400 

(d) Amortization of debt discount and expense, included in (c) aoe 

ROmCebtimakUhinGg wWithinnsOOLdaVS.. saa. uNu 7 6) selma ewe a LOsd Oro 10.0 8.9 UA 
For debt maturing after 365 days Ne, FOR Re PO owe it ee ee ees 1.1 0.8 0.9 OW 0.6 
Total— page $2,C30,05 . «»... es eats OS a, FOLD 9.6 i, 
(3) General and administrative expenses include the jolene items: oS eee | a. re 
Personnel costs including pension plan (page 43, C66.1 2) rr ne ee 2250 224 21.6 20.0 
Directors’ fees and remuneration including ‘inside’ directors . . . . . . 0.6 She Pero Gd! “OA 
Amount paid to third parties under lease agreements .. et Bere yr ee: eo Vv 1.6 16 
Amortization of leasehold improvements etc. (page 32, C29. 12) a ee lee aan 0:4: ORS 0.2 OrZ 0.2 
Depreciation of premises and equipment (page 32, C31.05, Col.4) . . . . 1.0 0.8 0.8 0.8 0.8 
Research and development of new services or methods of operations. . . . O38 0.4 0.4 0.4 0.3 


Thousands of Canadian dollars 


(4) Special items: 1972 eA. 1970 1969 1968 
Tax-loss carry-forward relief _ prea _ - 278 
Gains (losses) on sale of fixed assets _ — — — — 
Total special items — page 12, No’s. 19, 24 _ a Teer sue 278 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
five years to December 31, 1972 


Millions of Canadian dollars 
1971 1970 1969 1968 


Pz, 
° 
= 
o 
~ 
No 


ihe Earnings forthe year... See ee a AL ee 2, ee ZO TEASE AS aS 14.9 
2. Dividends on preferred shares, aecuct ey AA et. Shs Ao) a Sy eee LO RO inte ee tL 
SF Earnings applicable to common shares Ce Ants tiie ay eee Ne Oh Smeal 18.4 15.8 14.4 USix83 
4. Dividends.on common shares, deduct 4°. ws. . 2 » « sae ce 3108 SUSE ag eee ee 
5. Earnings retained in the business, 3 less 4 ae eg tS ee ee ee TU k «Melt HAS 6.0 6.0 
6. Gain on preferred-shares purchased for cancellation, and ee Ae ee, ee 00) 0.1 0.2 0.0 0.1 
Tbe Prior year gains (losses) Note . . . ~: _ — — (0.3) 
8. Elimination of excess of purchase price over book mie at aates a acquiring 
shanesrofucentaimsubsidianiess Ore 20m. Be ee Os ee _ _ 1.4 — 
oF Retained earnings at beginning of year eke Mange Mee egos APS ete ROORS yO 7.00) LOONIE SOs 80:0 
10. Wetainereatungs atend Of Year >. } le RE ete es TEI HORS O76" 90.4 85.8 
ile Amount included in 10, set aside by law, equal to par value of preferred shares 
purchased for cancellation and not available for dividend purposes . . . . 5.9 bey el 4.3 3.8 


NOTE: Year 1968 - prior period loss on adoption of tax allocation accounting for Merit Insurance Co. (page 43, C58) ; 


Lies, 


CONSOLIDATED BALANCE SHEET IAC LIMITED AND SUBSIDIARIES 


Assets Schedule C 


December 31 


Millions of Canadian dollars 


No. CURRENT ASSETS Page 1972 1971 1970 1969 1968 
1. Cash Va 28.2 30.6 26.5 2653 17s 
Receivables — 
2 Motor vehicles — wholesale 17 195.6 Mert a e222. 130.0 (rey! (C. 
S Diversified wholesale 18 Oey 15.44 14.9 8.8 6.5 
4. Sales financing — wholesale: Total 18 PLA 3). eae ewe 138.8 ies 
5. Motor vehicles — retail 19 368.3 295.8 SiNSe7/ Sb2 2 S1oe2 
6 Industrial and commercial equipment — retail 19 116.9 116.6 sO ll o3O 110.1 
7 Diversified retail * 20 WAN OY 104.6 106.1 WON Sako 
8. Sales financing — retail: Total 20 606.9 570 533.8 566.4 510.8 
9. Dealer loans Zi. 19.4 17.8 16.6 16.8 eo 
10. Consumer loans 23 NSES Owe! 155.6 (5267) 149.0 
11. Residential mortgages 25 94.2 76.0 62.6 5250 42.0 
12. Commercial loans 26 2.0 4.5 Oey/) eZ WO 
13. Commercial mortgages 26 ZORS 35.0 49.4 SHAG 69.6 
14. Leasing 26 220.7 147.6 Wheel 77.6 39.8 
15. Other 28 ie 0.9 0.8 0.9 0.9 
16. Property, vehicles and equipment held for sale 28 1.4 Ded. S28) S55) 3.0 
WW Sub-total: 4, 8, 9-16 WSCLOP S728 41708310 1kO75 oer OO TRO 
18. Allowance for doubtful receivables, deducted ES (16.6) (16.3) (14:5) (14.4) (14.1) 
19. Sub-total: 17-18 SAAS sll 2OLoY 1, OCCs5s ale Oonert 986.9 
20. Income taxes recoverable 30 40 — -— —- — 
Die TOTAL RECEIVABLES = e541 20:9) sFO6 85) aikOGi al 986.9 
22. Marketable securities — at cost or amortized values plus accrued 
interest. Quoted value ($ millions) 1972 $23.5: 1971: $24.4 30 24.2 26.0 24.2 39-5 41.1 
23. Commercial paper receivable 30 9.4 Si S725 8.9 1386 
24. Sub-total: 22, 23 _ 33.6 63.5 Gile7 48.4 54.7 
IBS. TOTAL CURRENT ASSETS: 1, 21, 24 AN Sle 6 le 2LOF e627 Selo O Camel eOo oe 
OTHER ASSETS AND DEFERRED CHARGES: 
26. Cash committed for debenture and preferred stock retirement 31 0.5 0.4 0.5 0.7 0.3 
27. Investment in life assurance subsidiary (Note 1) Sil 5.6 4.9 4.6 4.4 4.2 
28. Investment in other companies — at cost 31 Dee. 0.7 (EZ 0.6 0.6 
29. Leasehold improvements and prepaid expenses 31 2.4 1.8 ez el 0.8 
30. Unamortized debt discount and expense (Note 2) 32 8.0 6.1 8.4 a 6.5 
31. Premises and equipment -— at cost 32 a5 8.9 eZ eZ 8.9 
32. Accumulated depreciation on (31), deduct 32 (552) (4.9) (51h) (5.2) (5.0) 
33. Excess of purchase price over book value at dates of acquiring 
shares of certain subsidiaries 33 _- — — a 1.4 
34: OTHER ASSETS AND DEFERRED CHARGES: TOTALt — ZENO, WAS 20.0 Megs: Weld 
35. TOTAL ASSETS: 25, 34 — “1,436:2) 1232.9 Me Gr/ieen el 2. Sen 017024 


*No. 7 includes (a) retail sales finance balances of consumer loan 
subsidiary (see page 21. Note C8.01) (b) instalment receivables 
of Merit Insurance Company, and (c) staff accounts with an 


average balance of $2,272. 2000 21.6 20.9 22.8 Zee 
tPercentage that ‘Other Assets etc.’ (No. 34) is of 
‘Total Assets’ (No. 35) 1.6% 1.5% 1.7% 1.4% 1.6% 
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IAC LIMITED AND SUBSIDIARIES 


——————— 


Liabilities : Shareholders’ equity ; Schedule C 


December 31 


Millions of Canadian dollars 


No. CURRENT LIABILITIES Page 1972 1971 1970 1969 1968 
40. Secured demand bank loans 33-39 26.5 26.0 25.0 $1) 4! 42.6 
41. Secured short-term notes 33-39 3140 2488 2363 2724 2548 
42. Total secured demand and short-term notes =) 93405 9748 9613 303.8 A de7 4 
43. Accounts payable and accrued liabilities 39 VS 49.6 36.4 34.9 35.2 
44. Income taxes 40 0.9 dst 0.2 (0.5) the 
45. Dealer credit balances 40 16.3 Ges 16.3 (oie doe 
46. TOTAL CURRENT LIABILITIES ic ea (a WY Ade OP 


MEDIUM AND LONG-TERM DEBT 


47. Secured medium-term notes 33-39 169.5 149.6 148.4 e235 107.5 
48. Secured long-term notes 33-39 351.0 SMAI Siler 306.1 27 NEO 
49. Total secured medium and long-term notes 33-39. “5205 4623 4619 4296 378.5 
50. Debentures e030 1006 9299 868 875. 9959 
51. Subordinated debentures 33-39 12.5 19.8 21.5 Dae ZKO 
52. Total medium and long-term debt 25-69 | 16366), 5760. 5802 5395 4686 
53. Total consolidated debt: 42, 52 — 9741 8508 841.5 8433 7954 


UNEARNED INCOME 


54. Service charges | 40 114.6 93.9 OiEZ 86.6 YAS. 
55. Casualty insurance premiums 42 4.4 62 a 4.8 4.7 
56. Total unearned income = ee Ct A elmer a 
57. UNREALIZED FOREIGN EXCHANGE GAIN 42 7.9 VD — — — 

58. DEFERRED INCOME TAXES 43 61.2 44.9 36.0 DST ‘ist. 
59. TOTAL LIABILITIES: 46, 52, 56, 57, 58 el POON mee O7 220 eal O2Z6e1 0» 1.00829 938.1 


SHAREHOLDERS’ EQUITY 


60. Preferred shares 48 oat ORS 19.8 ZOw7 Ziel 
61. Common shares (Note 3) 49 43.9 85:3 ShO72 32.3 31.4 
62. Total preferred and common shares — 63.0 54.6 53.0 oyeh(0) S15) 
63. Retained earnings 13 116.5 106.3 97.6 90.4 85.8 
64. TOTAL SHAREHOLDERS’ EQUITY — 179.5 160.9 150.6 143.4 Sees 
65. TOTAL LIABILITIES & EQUITY: 59, 64 Sea C Orem 2020 mel On/) eal O2.0— mle OOs4 


NOTES: See 1972 Annual Report for notes to financial statements. 


(1). Principles of consolidation — 


The statements consolidate the accounts of the company and its subsidiaries with the exception of those of The Sovereign Life Assurance Company of 
Canada. The nature of the business of this subsidiary does not permit a meaningful presentation in the consolidation. The investment in its shares is 
stated at cost plus the parent company’s portion of the increase in the unassigned surplus of the subsidiary since its acquisition in December 1962. 


(2). Unamortized debt discount and expense — 


Commissions, discounts and other expenses incurred in connection with short, medium and long-term notes and all classes of debentures are deferred to 
be amortized over the term of the related debt instrument. 
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NOTES (Continued) 


(3). Common shares reserved for issue to officers and employees and for warrants, etc.: 1972 — 821,163; 1971 — 1,419,024; 
1970 — 1,593,422; 1969 — 1,664,555; 1968 — 1,747,314; page 51, Appendix C. Effective May 5, 1969, the common shares 
were subdivided on a 2 for 1 basis. 


(4). Leverage pattern — all debt: page 35, C53.081. 
(5). Comparison of maturities of gross receivables with payables: page 45, Appendix A. 


(6). No. of times interest and charges earned: (a) On actual basis — page 12, items 29 to 32. (b) Assuming full year’s interest 
on new issues during each year (Schedule A, page 12) : 


ITEM 9972 ord 1970 (1969 ,. 1968 
29 Interest on secured term notes and debentures, 

earned (IAC, NFC & NR) Times 2.44 2.47 2.42 2.47 2.63 

30 Interest on debentures, earned (IAC only) a 6.46 5.90 5.49 6.16 "G22 

31 Interest on debentures, earned (NFC only) 4 $8.92 452220" siee0 it e20 18.23 

32 Interest on subordinated debentures, earned (IAC only) “37.76 25.79 23:19 20 G95 ar 


(7). No. of months’ collections required to repay all secured debt: page 36, C53.094. 


(8). Commitments and contingent liabilities: page 43, C66, C67. 
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SUPPLEMENTARY INFORMATION ON BALANCE SHEET ITEMS IAC LIMITED AND SUBSIDIARIES 


o7Z os 
Exchange Amount Exchange Amount 

C1 CASH rate Cdn $000’s rate Cdn $000°s 

C201 Canadian $’s Par 12,284 Par 14,905 
.02 US $’s Cdn $0.99% 15,003 Cdn $1.00% 15,279 
HOS Sterling £’s Cdn $2.35 SiS Cdn $2.55% 454 
04 Total cash 28,202 30,638 

1972 1971 
Note: Bank Credit Lines Exchange Amount: Cdn $000’s Exchange Amount: Cdn $000’s 
rate Regular Stand-by rate Regular Stand-by 

Os Canadian $’s Par 113,000 — Par 112,000 — 
.06 US $’s Cdns$0.99% 105,470 44,775 Cdn$1.00% 106,265 45,113 
.O7 Total Bank Credit Lines 218,470 — 44,775 DVGEZOO) T4573 
.08 Grand total of C1.07 (Note) 263,245 263,378 
.09 Bank Credit Lines used at December 31 (page 34, C53.039/042) 26,527 26,000 

Note: There is no formal arrangement with bankers whereby loans must show a ‘nil’ balance at any time. 
QV2 1971 
C2 RECEIVABLES — Amount Amount 
MOTOR VEHICLES, WHOLESALE No. $000’s % No. $000’s % 
Outstanding: 

Ca2.0i) At end of year: % amount + prev. yr. 54,978 195,629 Soe) 4850p. 161,072. +32.3 
02 Month-end average during year: 7 “ — 162,469 +13.1 — 143,668 sewer 
.03 At highest month-end (Month 1972 Dec.: 1971 Dec.) MOIS (9S 28 — Ae WG OZ — 
04 At lowest month-end (Month 1972 Aug.: 1971 Jan.) 26-202) 203898 _- 40,873 124,974 — 
105 New vehicles : % amount of C2.01 53,619 193,364 98.8 46,595 158,877 98.3 
.06 over 3 months: C2705 9,383 33,804 WES UoSOm ross Bile) 
.070 sold out of trust*:” C2705 Helos SPAS ay) 1,144 4,735 3.0 
O71 “ assignment of proceeds held: % C2205 688 3,079 1.6 770 3,144 2.0 
.08 no. of days inventory on hand yr. end . sega? 68 days iets 70 days 
.O9 Used vehicles : % amount of C2.01 Looe 22265 ee? 2,000 DALENS fey 
10 over 3 months: €2:09 393 598 26.4 593 806 28.8 
110 sold out of trust*:” C2.09 24 32 1.4 2 2 0.1 
alate —assignment of proceeds held: % C2.09 0) O 0.0 1 1 0.0 
12 no. of days inventory on hand yr. end . Oe 101 days 99 days 

*Sold out of trust items are those found on audit to have been sold and not paid for (See page 5, para. 12 — Audits) 
Field audits: 
ale! Average frequency: at least one every 30 days 30 days 
Volume: 
+4 New acquired: % amount of C2.16 304,622 1,048,504 DOH 23 27995 SOSA, 98.6 
as Used acquired : C2AlI6 HAONOe BMOL55S Oy BANO279" 227638 1.4 
16 Total acquired: + prev. yr. S12 Z 38059057 ROMO Scion Oat Onl +30.6 
ale/, Total acquired (C2.16) + year-end o/s (C2.01) 5.4 times 5.7 times 
Billing: 
18 Frequency of billing for wholesale charges: every 30 days 30 days 


Losses: See C 18 on page 29. 
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SUPPLEMENTARY INFORMATION ON BALANCE SHEET ITEMS (continued) 


1972 1971 
CGE RECEIVABLES — Amount Amount 
DIVERSIFIED WHOLESALE No. $000’s % No. $000’s % 
Outstanding: 
(SSO At end of year: % amount + prev. yr. 4,244 19,660 +27.2 4,620 15,458 +3.5 
.O2 Month-end average during year: “  ” ies — ZAC O)/ +43.9 — 15,077 +70.2 
.03 At highest month-end (Month-1972 Apr.: 1971 Apr.) 4,084 19,805 — S39 OSaele dis — 
04 At lowest month-end (Month-1972 Jan.: 1971 Sept.) 4,071 16,091 — A 25a alco — 
505 Over 3 months: % C3.01 1922 6,990 35.6 1,892 6,962 45.0 
.060 Sold out of trust: % C3.01 43 269 4 55 ea lea 
061 “ “assignment of proceeds held: % C3.01 Z 15 0.1 17 108 0.7 
.O7 NGG EWS elmo Oi iNe@inel WeGiNel 2 = a o «6 «© o «© o ¢ 189 daysew.. “ape oe 152 days 
Field audits: 

.08 Average trequency zat leastiomelevVicly aan meenan ain un es rs uence _30 days acy toe er 30 days 
Volume: 

09 Acquired: % amount + prev. year V9 29 5S7460 = 36:55 S015) SOR 7.6 +5.1 

10 lotalkacquired > (€3.09))5-=svV.ear-endio/s* (C3: 011) en eee ee 27 timess Sy ae eee 2.5 times 
Billing: 

11 Frequency of billing for wholesale charges . . . . . . . . . _ 30 days Ue eae 30 days 
Losses: See C18 on page 29. 

1972 1971 
C4 RECEIVABLES — Amount Amount 
SALES FINANCING WHOLESALE: TOTAL No. $000’s % No. $000’s % 

Outstanding, all categories: 

GrArO At end of year: % amount + prev. yr. OLLI ~ PAN ey PISS) a Valo | WSO, ASO +29.2 
{0 Month-end average during year: ” “’ ees — 184,166 +16.0 — 158,745 +13.6 
.03 At highest month-end (Month-1972 Dec.: 1971 Dec.) 59222 2115,289 — Seyi MITA SIO — 
.04 At lowest month-end (Month-1972 Aug.: 1971 Aug.) 42,267 147,274 — AS44538 W422 — 
.05 Over 3 months: % amount of C4.01 11,698 41,392 USA PZ Aa ee 2353 
.060 Sold out of trust: ail a 1,220 5,514 2.6 1,201 4,914 2.8 
.061 “__assignment of proceeds held: “ “ x 690 3,094 iv 788 BASS 1.8 
.07 No. of days inventory on hand: yr. end (Note) : oo a ye eae) days ~ «©  « JCRRReidays 
08 a ‘ Fs “ — mth. end average during yr. (Note) 5 £.im68idays . « , he RO ieaes 

Volume: 
Ce4509 Acquired: % amount + prev. year 324,167 1,112,517 +165 306,287 955,291 +29.3 
mO Wotal-acquired(G°4..09)i = by year-endio/s (C4101), a eZ Etiimesies Ben EA atinnes 
1972 — September 30 1971 — December 31 
Millions of dollars % Millions of dollars % 
Share of market: Canada* IAC IAC Canada* IAC {AC 

Ceaaig Acquired during period 2,800 764 DY S 3,864 960 24.8 

sl Outstanding end of period 706 160 227 725 A 24.1 

“Latest Statistics Canada data for Sales Finance Companies in Canada. _ 

Wholesale: Dealer Loan Retail out- 
Month-end balance Balance Dec. 31. standing Dec. 31 
1972 197-2 1972 

High Tae Dec. 31 1972 1971 Sil: 1971 
Ten largest wholesale accounts 
including affiliations —$000’'s: 

Crass A Pe es : 2709 1,526 2,705 157 169 oy 339 
14 B 3,028 1,491 2,617 — 15 1,703 7229 
SS C 2,630 1,644 2,483 252 536 2,050 1,501 
16 D 2,185 946 2,185 283 299 1,016 298 
all E 2,041 874 pss 7 742 WUT VeI.27 978 
silts! F 1,906 747 1,829 — — 1.025 1,054 
oR, G Mba MS allio 1,644 187 200 1,052 769 
.20 H ie On 657 1,567 66 80 1,210 1,095 
f#i | 2,038 1,060 1,414 274 292 972 Ooi 
2:2. J 1,390 560 1,390 — — Ron ks) 3,690 


Notes: C4.07 — Turnover rate at which credits in December would have liquidated the year-end receivables. 
C4.08 — Turnover rate of the average month-end outstandings. 
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RECEIVABLES — 
MOTOR VEHICLES, RETAIL 


Outstanding: 


At end of year :% amount + prev. yr. 
Month-end average during year: “ * eS 
Renewals in C5.01 (Note) 


of C5.01 
New vehicles a 
Used “ up to 3 model yrs. 
“ _4 to 5 
“ —over 5 


oldie 


Total instalments : 
Maturing up to 12 months 
13 to 24 months 
25 to 36 months 
after 36 months 
With repurchase agreement 
Without repurchase agreement 
Average balance: Dollars 


Delinquencies (Note) : 

Over 30 days—instalments : % amount of C5.01 
: % number of C5.01 

Over 60 days—total balances: % amt. of C5.01 


Volume acquired : 


New :% amount of C5.21 
Used—up to 3 model yrs eis % S 
—4tod < 
—over 5 
Total + prev. yr. 


Average down-payment . 

Average unpaid balance acquired : Ballers 

Average term to maturity: by number of contracts 

Notes: Renewals and delinquencies — see pages 21, 22. 
Repossessions — See C16 on page 28. 


RECEIVABLES — 
INDUSTRIAL & COMMERCIAL EQUIPMENT, 
RETAIL* 


Outstanding: 


At end of year* :% amount + prev: ue 
Month-end average during year : 
Renewals in C6.01 (Note) of C6.01 


Total instalments: 

Maturing up to 12 months 
13 to 24 months ; 

i- 25 to 36 months ot hae 

after 36 months 

With repurchase agreement 

Without repurchase agreement 

Average balance: Dollars 


*In 1972 $44,495,252 (1971 : $25,781,464) of receivables relating to 1,678 (1971: 


1972 1971 
Amount Amount 
No. $000’s % No. $000’s % 
143,356 368,323 +245 146,743 295,796 —6.6 
— 330,973 +10.5 — 299,561 —11.8 
3,594 7,673 2a 5683 5) 11O052 3.4 
96,745 295,478 COMO Ome 220, 20) Wika 
24,309 48,556 V2 WS  SHOay 10.5 
14,062 15,802 NS RAORS TS ~— PBL TSS WI 
8,240 8,487 23 1 CIO 137000 47 
— 191,005 51.9 = 169,160 SZ 
— (21s 55 3311 — 93,158 Si 
— 48,476 NeseZ —- 31,452 10.6 
= 6,987 1.8 — 2,026 0.7 
139,936) 335,167 91.0 144,447 280,749 94.9 
3-420 33,156 9.0 2,296 15,047 5.1 
oe $2,569 2.016 
3,051 1,242 0.34 3,336 1,448 0.49 
— -- DANG: — — DT 
— Deore 1.04 — 3,298 ea 
63,493 279,671 76.3 51,694 202,449 U2 
21,844 57,356 Sejm 22) LOSen e5 O16 23 V2 
11,082 18,863 Sale 27 20S 67952 6.1 
WASOH —— V@),7/ 07 2.9 8,143 8,511 3.0 
104,026 366,592 +316 94,143 278,535 +2.0 
New Used New Used 
28.0% 31.3% 30.0% 33.6% 
$5,661 $1,741 $3,190 $1,428 
30.7 mths. 22.5 mths. 29.3 mths. 21.2 mths. 
Losses: See C18 on page oe ea RE: 
Unearned income: See C54 on page 40. 
1972 1971 
Amount Amount 
No. $000’s % No. $000’s % 
24,483 174,335 +16.4 24142 149.770 412.8 
— 154.750 +186  — 130532  +0.3 
412 3,268 1.9 619 4,144 2.8 
— 74,928 43.0 — 76,342 Se 
— 49,569 28.4 — SESS 24.9 
— 27,813 16.0 — 20,272 V3.5 
_— 22,025 12.6 — 15,838 10.6 
20,327 89,000 Baal 20,350 88,705 59.2 
A156 85,335 48.9 35/92 61005 40.8 
S  EVNWAL . $6,204 


1,148) leases of capital assets written by the IAC Industrial 


Division and/or general purpose branches are included in Schedule C, item 14 (see page 27, Note C12.07). For statistical purposes these 


receivables, plus $12,938,442 (1971: 
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$7,347,818) related service charges and sales taxes are carried in this Section. However, for maturity 
comparisons (pagé 45, Appendix A) such receivables are classified as ‘leasing’. 
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1972 1971 
RECEIVABLES—INDUSTRIAL & COMMERCIAL Amount Amount 
EQUIPMENT, RETAIL Continued No. $000’s % No. $000’s % 
Delinquencies (Note) : 
Over 30 days — instalments: % amount of C6.01 632 894 0.51 637 WAZ 0.79 
: % number of C6.01 _ —. 2.58 -— 2.64 
Over 60 days — total balances: % amt. of C6.01 _— 2,695 1255 — 3,056 2.04 
Volume: 
Acquired : :% amount + prev. yr. 11,270. 127,294 -=-26:9 10;421 100,277) eives 
Average down-payment: 17.5% ee 15.8% 
Average unpaid balance acquired: wee $9,222 . $7,560 
Average term to maturity: by number of contracts 34.4 months . 34.2 months 
Notes: Renewals and delinquencies: See pages 21, 22. Losses: See C18 on page 29. 
Repossessions: See C16 on page 28. Unearned income: See C54 on page 40. 
1972 1971 
RECEIVABLES — DIVERSIFIED Amount Amount 
RETAIL* No. $000’s % No. $000’s % 
Outstanding: 
At end of year :* we iad + Jee as 212512) 9.957230, 9-14.71 30/883. 837005 —2.6 
Month-end average during year :’ _ 90,785 + 8.6 — 83,575 +5.7 
Renewals in C7.01 (Note) : of C7.01 1,287 2,683 2.8 2,611 2,700 oS 
Total instalments: 
Maturing up to 12 months: % amount of C7.01 — 25,182 26.4 — ZTASA S25, 
13 to 24 months: ic “ eS _ 16,383 Ve — 15,408 18.6 
25 to 36 months: a 12,669 Si! -= 10,944 ei 
after 36 months: _ 40,996 43.1 — 29/522 3525 
With repurchase agreement: 2A Ot 3-405 98:1 30/566 817703 98.4 
Without repurchase agreement: “ 361 825 eo Sil 7/ OH 1.6 
Average balance: Dollars $4,427 $2,688 
Delinquencies (Note) : 
Over 30 days — instalments: % amount of C7.01 792 340 0.36 1,079 480 0.58 
: % number of C7.01 — _- 3.68 — — 3.49 
Over 60 days — total balances: % amt. of C7.01 — 1,489 1.56 — 1,344 1.62 
Volume: 
Acquired: % amount + prev. yr. 10,411 60,908 +25.1 13,700 48,696. .—T167 
Average down-payment: £5 tive, CANE 26.0% 
Average unpaid balance acquired: Dallas $3,906 $2,489 
Average term to maturity: by number of contracts . 47.3 months 34.6 months 
Notes: Renewals and delinquencies: See pages 21, 22. Losses: See C18 on page 29. 
Repossessions: See C16 on page 28. Unearned income: See C54 on page 40. 
*See note re No. 7 page 14. 
1972 1971 
RECEIVABLES — Amount Amount 
SALES FINANCING RETAIL: TOTAL No. $000’s % No. $000’s % 
Outstanding, all categories: 
At end of year: (Note) % amount + prev. yr. 189,351 637,888 +20.7 201,768 528,571 —1.1 
Month-end average during year: ” Se — 576,508 +12.2 — 513,668 —6.4 
Renewals in C8.01 (Note): of C8.01 Dads 13,624 Zl 8.913 16,896 See 
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1972 1971 
RECEIVABLES—SALES FINANCING RETAIL: TOTAL Amount Amount 
Continued No. $000’s % No. $000’s % 
Total instalments: 
Maturing up to 12 months: % amount of C8.01 _ 2 Oia 45.6 — 272,633 51.6 
13 to 24 months: % * _- 187,807 29.4 — 145,884 DIL 
25 to 36 months: " s PY — 88,958 14.0 _- 62,668 11.8 
after 36 months: 3 * a — 70,008 EO — 47,386 9.0 
With repurchase agreement: eee lel aT? Silat :578 OSie Oily 85.4 
Without repurchase agreement: UBT APOE SING 18.9 6,405 77,414 14.6 
Protected by life insurance: 142,278 361,302 Done Pai SiO Ase} 58.1 
Averagesbalance:-Dollaiss "Se" ee arm 2 2 $3,369 $2,620 
No. of branches in business more than 12 months and 
not breaking even at year-end on a monthly basis. 2 branches 1 branch 
Delinquencies, all categories (Note) : 
Over 30 days—instalments : % amount of C8.01 4,475 2,476 0.39 5,010 2,892 0.55 
: % number of C8.01 — — 2.36 — oo 2.48 
Over 60 days—total balances: % amt. of C8.01 — 7,998 ZS — 7,698 1.46 
Volume, all categories: 
Acquired: % amount + prev. yr. 125,707 554,794 +29.8 118,264 427,508 +2.6 
% average monthly cash collection of 
average monthly outstanding 6.5% 71% 
Average down-payment . aa 26.3% 27.5% 
Average unpaid balance acquired: Dollars So D0Gme $2,861 
Average term to maturity: by number of contracts 29.8 months Pe2 720) months 


1972 December 31 


1971 December 31 


Millions of dollars % Millions of dollars % 
Share of market Canada* IAC IAC Canada* IAC IAC 
Acquired during year 1,974 446 2216 1,676 342 20.4 
Outstanding end of year 2,238 514 ARS AG, 1,943 436 22.4 


*Latest Statistics Canada data for Sales Finance Companies in Canada. At the request of Statistics Canada: (a) volume (C8.19) excludes bulk 
purchases, (b) both volume and receivables (C8.19/20) exclude leases written by the Industrial Divisicn and/or general purpose branches, (c) 
effective January 1,1970 Statistics Canada includes sales finance receivables of consumer loan companies. Effective January 1, 1971 Statistics 
Canada excludes both from volume and receivables (C8.19/20) unearned service charges. 


NOTES: 


The statistics in section C8 exclude the receivables mentioned in the note on page 14 re No 7. Retail sales finance balances of 
consumer loan company excluded, were $23.9 million (1971 : $19.0 million). Such balances and the related statistics are 
carried in section C10 on pages 23 and 24. 


Renewals: 


A renewal is a revision of the repayment terms originally stipulated in a conditional sales contract and is usually required 
because the purchaser has suffered an adverse change in his financial position necessitating a reduction of the amount of 
the monthly payments he has originally agreed to make. 


Before renewing an account IAC personnel must ascertain that: 
a. The purchaser has a satisfactory paying record. 


b. The purchaser has a reasonable equity in the merchandise, so that the amount owing is well within the current resale 
value of the goods being financed. 


The purchaser is expected to be in a position to comply with the proposed new schedule of payments. 
d. The dealer concerned in the original sale approves the renewal and will endorse the renewal note. 


Extensions: 


Except in special circumstances an account may only be granted one extension postponing all or part of a current instalment 
until a subsequent date. Such extensions are only granted after the dealer concerned has agreed and the relative extension 
fee has been paid. Control over extensions is maintained through cOmputer programs. 


A 


SUPPLEMENTARY INFORMATION ON BALANCE SHEET ITEMS (continued) 


C823 


C 8.24 


C9 


CrOTO 
011 
012 
02 
.030 


.031 


C 9.04 


€ QOS 
.06 
07 


C 9.08 
09 
aO 


Ceomial 


CH O2 
13 
14 
BID. 
16 
Ald, 
18 
Ale) 
20 
21 


Delinquencies: 


[AC delinquent accounts are those where the lesser of $25 or 50% of an instalment is past due one month or more according 
to the current contractual arrangements with the purchaser. This means that renewed accounts are analysed on the basis of 
the current payment schedule and extended accounts on the basis of the extended schedule. Delinquency ratios generally 
used are: 
a. Dollars Past Due—The percent the total payments in arrears is to the retail dollars outstanding. (C8.12) 
b. Items Past Due — The percent the total number of delinquent accounts is of the total number of outstanding retail accounts. 
(C8.130) 
Repossessions: See C16 on page 28. Unearned income: See C54 on page 40. 
Losses: See C18 on page 29. 
To provide certain institutional lenders with delinquency information they desire, tota/ balances of accounts with instalments 
delinquent over 60 days are reported in items C5.161, C6.121, C7.121, C8.131, C10.161, C11.171, C12.181. 
OW VW) 
RECEIVABLES — Amount Amount 
DEALER LOANS No. $000’s % No. $000’s % 
Outstanding: 
At end of year (Note) : % amount + prev. yr. SH 7/ 19,447 +9.2 313 17,816 +/7.6 
Month-end average: ‘ S ies: — 17,865 +4.8 — 17,046 +4+1.6 
Renewals in C9.010: % amount of C9.010 8 1.94 1.0 7 361 2.0 
Average balance: Dollars id tl ee ee a Ee ee te es. as ee S61 534 Jaa ee eee $56,920 
% amount of C9.010 is of shareholders’ equity 
and.unsecuredidebtix. a)” Be ey. ee a ree G6 %cm © oa, ae Lee 6.5% 
% amount of C9.010 is of receivables— motor vehicle (C5.01) . . . . 5 3%; oe eee ae 6.0% 
Delinquencies : 
Over 30 days — instalments: % amountofC9.010 .. 26 172 0.8 10 149 0.8 
Losses: 
Losses charged off in year: Si i: ms 5 36 0.0 3 6 0.0 
Loss recoveries in year: ti ‘ FS 6 22 0.0 25 ih 0.0 
Net losses (C9.05 less C9.06) : A sg = ee) Aa. 0.0 (22) (3), 0.0 
Volume: 
Acquired : % amount + prev. yr. g2 6,809 +3.1 91 6,607 +29.9 
Pp NOUWIMEORENTRC eH OGINS IDOI 4 9 5 6 6 ee S74 Oils eee $72,604 
Average term to maturity: ee eee ks Se eS bee ee 52 months Laer Yd Gna 57 months 
Commitments: 
Loans firmly committed at yr. end: % amount + prev. yr. 25 2 O22 +5.3 37 2,206 —20.5 
Note: The recipients of such loans are carefully screened from the viewpoint of financial responsibility (including adequate 
personal investment in the dealership) and management competence. The loans must be adequately secured, generally 
by a real estate or chattel mortgage. In the case of limited companies, unless the underlying strength of the security 
is exceptional, the personal guarantees of the principals in the dealership are obtained. Loans are all approved by special 
committees. 
Ten largest dealer loans at end of year — $000’s 
Balance Dec. 31 Del’q’t Dealer Retail 
Loan Orig. ———————————_ end credit Vol. 
Dealer date balance 1971 2 1972 balance 1972 Security and contractual repayment term 
(1) (2) (3) (4) (5) (6) (7) (8) (9) 
A 9/70 650 634 618 Nil by 1,813 First mortgage: 32 x $5,780.60 + balance 
B 3/70 450 422 191 Nil 100 2,198 First mortgage: 47 x $4,913.80 
c 11/68 425 396 384 4 2 600 _ First mortgage: 71 x $3,585.17 + balance 
D 7/69 407 384 Sis Nil 48 1,948 First mortgage: 77 Xx $3,369.11 + balance 
= Sia 365 354 341 Nil 30 1,076 Second mortgage: 38 x $3,563.00 + balance 
F (WA 350 346 339 Nil AS 731 First mortgage: 46 x $2,881.38 + balance 
G WAN 2 S25 Nil S25 Nil 1 40 Mortgage bond: 60 x $3,358.00 + balance 
H 7/64 310 272 261 Nil 16 1,571 Second mortgage: 36 x $2,296.20 + balance 
| WY 300 299 283 Nil sled 1,085 Mortgage bond: 47 x $3,305.76 + balance 
edie AA. 300 205 293 Nil 30 1,328 First mortgage: 51 x $3,013.65 + balance 


*Progress payments up to $300,000 made. 
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A972 1971 
C10 RECEIVABLES — Amount Amount 
CONSUMER LOANS No. $000’s % No. $000’s % 
Outstanding: 

C10.01  Atend of year (Notes) : % amount + prev. yr. 223,253 197,344 410.8 227,089 178,087 + 2.2 
02 opiee eee cs % number + prev. yr. — — Aw7 — — — 9.2 
.03. Month-end average: % amount + prev. yr. 221,926 186.176 + 7.8 234,330 172.754 + 06 
.04 Small loans (incl. accrued income): ” rot O:0n 118,262 62,985 See Nev O33. -s71k824 40.3 
.05 Other balances: . a 104,991 134,359 68.1 89,456 106,266 i 

Total instalments : 
.06 Maturing up to 12 months: % amount of C 10.01 — 94,908 48.1 — 89,264 50.1 
LO S 13 to 24 months: i ey, el Plaas — 66,916 33.9 — 61,966 34.8 
.08 iv 25 to 36 months: ‘i 3 = Ze _ 28,708 14.5 — 23,299 en 
.O9 ve after 36 months: i s ‘. m — 6,812 3:5 — 3558 20 
.10 Protected by life insurance: iy ae oh 5 es 93/077. 184,796 JS: Ome22-COCmmIy 27m 97.0 
ili Average term to maturity: ae ea 4, ame yk Ee oe 27.1 months 19.8 months 
.120 Average balance — entire portfolio: delars Ric Geb ght Se en ete ae $ 884 Ot oe Rene $ 784 
24 —smallloans: ees Ie Aree Tee eee 8 B86 Sees eee Se 22 
NR — large loans: td gene ee a Te ee) ee $2,484 Ge a ee $2,210 
eS — sales finance: CO i Mare ee en ew Li vite See Senne $ 503 
124 — UK loans: Oe eee oe ee) ee a $ 299 
.13. Average outstanding perbranch: $O00’s . ... ae | ae eee Tsk es Sle: 672 
14 No. of branches in business more than 12 months ane 

not breaking even at yearend on amonthly basis . . . . . . . 1 branch 2 branches 

Delinquencies: (Note) : 

C10.15 Over 30days—total balances (Note) : % amount of C 10.01 15,794 14,998 Hi UY AOVAG) SOS 7.6 
.160 ae eater ss ry i “+ % number of C 10.01 — — Tel — — WD 
161 “60 “ —total balances : % amount of C 10.01 10,758 7920 DO NASA = VONLO Sy, 
17. No cash 60-89 days (Note) : % amount of C 10.01 1,445 1,201 0.6 1,458 1,101 0.6 
.18 No cash 90 days (Note) : % amount of C 10.01 2,979 2,308 ee 3,816 BINS, Wes 

Losses: 

C10.19 Loss provision yr. end total: % amount of C 10.01 _ 4,273 PANG —- 3,935 DP 
.20 Losses charged off in year (Note): ~~ ‘ meCrOOs — 3,545 TSH _ SOS) 2.07 
PR, Loss recoveries cp coe ae eles “te — 1,035 0.56 — 936 0.54 
.22 Net losses (C 10.20 less C 10. 72\) iene nae — 2,510 ie35 — 2639 dS 

Volume (including service charges where applicable) : 

C10.23 New borrowers (Note) : % amount of C 10.27 81,854 62,645 27. 602 52 47004 24.0 
.24 New, to former borrowers : yi! rg sega Son OmEZo 030 ee2e eS lOllO: w23/4477, Aes 
.25 Present borrowers ‘ 3 5 

— new cash advanced (Note) : ae Oe ti 74,854 3.3 69,070 34.8 
26 — balances renewed: x < ie oo 57,397 25.6 ee 58,435 29.4 
.27 Total for year: % amount + prev. yr. 2S Time 24,034 st orl 2062901) 1987556 +3.4 
28 sats 4 % number + prev. yr. — — + 3.3 —— a —8.7 
.29 Secured by chattel, etc. : % amount of C 10.27 27 Oe lO7 OSS 74.4 122,069 146,375 HSH 
.30 Unsecured: ee i te 86,555 57,481 2), Oo OA COZ Zao 26.3 
.31 % average monthly cash principal collections of 

average net monthly outstandings (Note):. . . . . . . .. _ 5.6% = Ea Naa 5.7% 
.320 Average transaction — entire portfolio: SOG SES, OB gi 2 ree By oleae $1,050 Be ogy oe $ 960 
Ou — small loans: ac ATs gh ROO DH WE eet $ 689 oe ee, $ 685 
5O22 — large loans: SERS 0 5 PRS Sar a se $3,423 mare Se. Se |Z 
P23 — sales finance: Reta ar ic ee eo ae $ 688 ; ee $ 634 
324 — UK loans: SO eee WIRE Pe IS WAU BS 9462 AR OY $ 355 
Poo AVONAGE CIM eA yrs a ee er gle ty a ee ae eee TONES 31.8 months 

Repossessions: 

C10.34 Atend of year (principal only) : % amount of C 10.01 24 34 0.0 ) 15 0.0 
.35 Net market value of C 10.34: % amount of C 10.34 24 15 44.1 9 9 60.0 
.36 During year (principal only) : % amount of C 10.27 283 Swe, 0.2 209 Zales 0.1 
.37 Frequency: avge. no. of loans o/s (C 10.03) One in: One in: 

+ by no. of repossessions (C 10.36) SAO See) RA CR ee eae TOA gamer mont ban ts ala 
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C10.38 
39 


1972 1971 


RECEIVABLES — CONSUMER LOANS Amount Amount 
Continued No. $000’s % No. $000’s % 

Unearned income (Note) : 

Total precomputed receivables : % amount of C10.01 QoysOsi i SO;059 66.2 80,277 103,039 57.9 

Balance at year end: % amount of C10.38 — 26,375 20.2 == 20,685 20.1 


Notes: C10.01/.39 — Includes balances in U.K.: 


% amount + prev. yr. 20,446 6,962 are | eb e7 427 = 2954 


C10.01/.39 — Includes retail sales finance receivables of 
NFC classified in C7 on page 14: 
% amount + prev.yr. 42,858 23,857 + 25.1 oi /O9ee O85 +1.2 


C10.15 — Delinquent accounts are those where, strictly in accordance with the terms of the related contract, an 
amount of principal and interest in excess of the lesser of $25 or 50% of an instalment remains uncollected 
for more than 30 days. Partial payments, no matter how recent, will not remove an account from the delin- 
quency list unless it is entirely up to date. 


C10.17 — No collections received for 60 to 89 days. 
C10.18 — No collections received for 90 days or more. 


C10.20 — Accounts written off: Delinquent accounts are reviewed monthly by Branch Managers, District Supervisors 
and (if necessary) by Directors of Supervision. If an account is assessed as a ‘potential loss’, the amount 
of such loss is adequately provided for. Every effort is then made to collect all or part of the amount still 
outstanding. After all collection possibilities have been exhausted, any balance remaining on the account 
is then written off. No ‘deficiency’ balances are recorded because any uncollectible balance is written off. 


C10.23 — ‘Block’ purchases of receivables: The premium, if any, on ‘block’ purchases of receivables is deducted 
from income in the month in which such receivables are acquired. Delinquency of any portfolio so pur- 
chased is carefully evaluated and taken into account when negotiating the purchase price. 


C10.25/26 — Renewals: This information states that in 1972, 98,738 (1971: 109,033) loans were made to existing 
borrowers who owed $57,397,000 (1971 : $58,435,000) at the time their loan was renewed. When these 
loans were renewed these same borrowers were granted additional cash advances totalling $74,854,000 
(1971 : $69,070,000). Such renewals are made only to customers who have always performed well on their 
previous obligations. 


C10.26 — Rewriting delinquent accounts: Delinquent accounts may only be rewritten when : 


a) the condition of the account and the customer’s payment record warrant the advancing of additional 
cash equivalent to: 
i) at least 10% of the then-outstanding balance; or 
ii) $25, whichever amount Is greater; or 


b) the customer arranges to strengthen the company’s position by offering additional chattel security, or 
the guarantee of a responsible, credit-worthy person. 


Rewriting loans with no cash advanced. As a matter of policy, consumer loan accounts are not rewritten 
without an additional cash advance, except: 


1) Where the account is in good standing (paid-up-to-date) and the customer requests reduced payments; 
or 


2) Where the account is in good standing, but the customer wishes to alter the security originally given 
on the loan, or to substitute for it security of equal or greater value; or 


3) As stated in Note C10.26(b) if the account is delinquent. 


C10.31 — The calculation excludes earned charges, losses written off, renewal balances, and rebates of pre-computed 
charges and insurances. 


C10.38 — No acquisition charges: No acquisition charges or fees are taken into income in the month a transaction 
is made. Because most of Niagara’s transactions with precomputed charges have different characteristics 
from those of retail sales finance and involve higher initial costs, it is not appropriate to defer income by 
the ‘retail sales financing’ method outlined on page 41, C54.11. The sum-of-the-digits method is used to 
defer income on an account-by-account basis equal to the total maximum rebate refundable for each indi- 
vidual precomputed account assuming it were paid out immediately after the close of any financial period 
(see page 41, C54.08). 


Rebates: Such maximum rebates, computed on the sum-of-the-digits method (modified where necessary 
by provincial legislation), would be reduced (a) by prepayment fees, (b) by rebates payable after ‘anniver- 
sary’ dates, and (c) in some cases by past due interest. 


C10.39 — Insurance commissions, etc: No fees or insurance commission as such for individual accounts are taken 
into income each month. However, in the case of life-and/or accident and sickness insured consumer loans, 
an experience-rating refund of premiums arises each year. 
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RECEIVABLES —- CONSUMER 
— Continued 


LOANS 


Share of market 


Outstanding end of year 


Outstanding: 
At end of year (Note) : 


Month-end average: 
Regular mortgages (Note) : 
Combined ~“ (Note) : 


Total instalments: 
Maturing up to 12 months: 
~ 13 to 24 months: 
25 to 36 months: 
37 to 48 months: 
after 48 months: 
Protected by life insurance (Note) : 


Avge. term to maturity : 
Average balance: Dollars 
Average o/s per branch: $000’s 


RECEIVABLES — RESIDENTIAL MORTGAGES 


1972 December 31 1971 December 31 


Millions of dollars % Millions of dollars % 
Canada* NFC NFC Canada* NFC NFC 
1,625 143 8.8 1,476 136 a2 


*Latest Statistics Canada data for Loan Companies in Canada; figures ex- 


clude sales finance receivables, page 21, note C8.20. Figures exclude 
unearned service charges. 


Number of branches in business more than 


12 months and not breaking even at year end on a monthly basis . 


Delinquencies: 
Over 30 days —total balances (Note) : 


60 “ —total balances 
No cash 60-89 days (Note) : 
No cash 90 days (Note) : 


Losses: 

Loss provision yr. end total: 
Losses charged off in year: 

Loss recoveries “he 

Net losses (C11.21 less C11.22): 


Volume: 
New borrowers: 
New, to former borrowers: 


Renewals to present 
borrowers (Note) : 


Total for year: 


ou 


Monthly avge. collections, princ. & int.: % amt. of C11.01 


1972 1971 
Amount Amount 

No. $000’s % No. $000‘s % 
% amount + prev. yr. 17,869 94,148 SO OOO 675,992. +21.3 
% number + prev. yr. _ — +7.7 — — +8.6 
% amount + prev. yr. 17,095 83,461 +22.2 15,891 68,279 +21.5 
% amount of C11.01 344 OS 027 SOM ipo 2b mEOOEZ Oe 83.2 
i id “ ALTA) VIVAL 11.8 5,266 12,760 16.8 
% amount of C11.01 — 4,092 4.3 — 3,936 5.2 
i 4 ry _: 5,397 5.7 — 4,514 5.9 
i _ 5,928 6.3 —= 4,984 6.6 
_ 5,807 6.2 — 5,280 6.9 
— 72,924 Tus — 57,278 75.4 
CaleO4: SOAS) voi? oh ehO) 38.9 5.406 28,653 45.3 

1972 1971 
Regular Combined All Regular Combined All 
104.2 mths. 78.8 mths. 101.3 mths. 103.0 mths. 90.8 mths.100.9 mths. 

e803 17o on 292,054 $5,269 $5,583 $2,423 $4,580 

352 a3. 358 

1972 (ieee 

s O branch 0 branch 
1972 1971 
Amount Amount 

No. $000’s % No. $000’s % 
% amount of C11.01 173 1,042 lest 168 956 ies 
: % number of C11.01 — — 1eO) — — 1.0 
: % amount of C11.01 86 530 0.6 92 554 0.7 
% amount of C11.01 24 174 0.2 28 122 0.2 
vi x FA 47 278 0.3 45 315 0.4 
% amount of C11.01 —— 706 0.75 570 0.75 
i CiileO3 32 93 0.11 32 71 0.10 
— 3 0.00 — 6 0.00 
— 90 0.11 — 65 0.10 
% amount of C11.27 4,420 34,659 83.5 3,691 25,489 84.7 
v1 is ¥ 178 1,743 4.2 His 991 Ss) 
550 5,106 (ZS 417 3,604 1220) 

+ prev. yr. 5.148 41,508 +38.0 4,22) 30,084 +49.1 
% number wie _ — +22.0 — — +247 
— 2,862 3.0 — 2,089 2.8 

Glie03 — o 3.4 — — 3.1 
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SUPPLEMENTARY INFORMATION ON BALANCE SHEET ITEMS (continued) 


C11 RECEIVABLES — RESIDENTIAL MORTGAGES 
—Continued 1972 1971 
Regular Combined All ~ Regular Combined All 
RS:1 Average term: 129.6 mths. — mths. 129.6 mths. 122.6 mths. — mths. 122.6 mths. 
.32 Average transaction: $8,063 —— $8,063 $7,127 es ST AQT 
1972 1971 
Amount Amount 
Foreclosures : No. $000’s % No $000’s % 
Ciiess At end of year: % amount of C11.01 2 iy 0.0 5 50 0.1 
.34 Approx. net market value of collateral for C11.33: 
% amount of C11.33 2 17 100.0 5 50 100.0 
So DUI) WEEIF % amount of C11.27 25 238 0.6 2S 206 0.7 
.36 Frequency: average number of mortgages o/s (C11.03) One in: One in: 
+ by no. of foreclosures (C11.35) 684 — — 636 — a 
Deferred income: 
Ciao, Total related balances: % amount of C11.01 8,296 29,808 Spy, 8,386 28,213 374 
.38 Balance at year end (Note) : + ve Gil hsei7/ — Why 6.5 — 1,801 6.4 
Notes: C11.01 — Prepayment fees: Prepayment fees are assessed against mortgagors equivalent to 3 months’ interest on 
the amount prepaid. 

C11.04 — Regular mortgages include $38,902,000 first mortgages (1971 : $24,539,000) equivalent to 46.9% (1971: 
38.8%). 

C11.05 — Bier ike mortgages with The Royal Trust Company of which |AC/Niagara takes between one-fifth and 
one-seventh part. 

C11.11 — Mortgages of corporations and that part of an individual’s mortgage in excess of $15,000 are not eligible 
for life insurance coverage. Of the eligible loans in the mortgage portfolio 61.2% (1971: 70.8%) were 
life insured. 

C11.16 — Delinquent accounts are those where, strictly in accordance with the terms of the related contracts, any 
amount of principal and interest remains uncollected for more than 30 days. 

C11.18 — Nocollections received for 60 to 89 days. 

C11.19 — Nocollections received for 90 days or more. 

C11.26 — Renewals: When an account is paid up-to-date (in good standing) and no cash required, new repay- 
ment schedules and terms are arranged through the use of a modification’ agreement which retains the 
full validity of the original mortgage. Prior approval by Executive Officers is required. 

Renewals with additional cash: New mortgage documents are completed. The investigation, credit 
approval and appraisal procedures are similar to those for a new transaction, except that the title search 
only covers the period back to the date of registration of the original Niagara mortgage. 

C11.38 — Rebates: Deferred income from this type of mortgage occurs (a) when regular mortgages are purchased 
from others at a discount (C54.09, page 41) and (b) from the 2% non-refundable fee charged for com- 
bined mortgages (C54.10, page 41). Such mortgage agreements do not include provisions or rebates. 
The related percentages thus do not have the same significance as those for receivables with precomputed 
service charges. 

Dollars 
1972 1971 
C12 RECEIVABLES—COMMERCIAL LOANS (Page6,para.21) . . $ 1,980,118 $ 4,489,875 
C13 re —-COMMERCIAL MORTGAGES 29,365,604 35,011,807 
C14 44 —LEASING (Note C12.07) . . . . . 220,668,142 147,618,289 
TOTAL LEASING, COMMERCIAL LOANS, ETC. $252,013,864 $187,119,971 
OVZ 1971 
ClZ Amount Amount 
No. $000’s % No. $000’s % 
Outstanding 
Ci2-01 Atend of year: % amount +.prev. yr. Sie) PAO OIE, +28.6 343 =161.337 +3.0 
02. Month-end average: ae ee means =) 164,598 94-69 —~“Se saOOr ee 
03. Term loans: of C12.01 ria i Ara 0.9"  § 25 P4490 2.8 
.04 1st mortgages: 4 34 LOLS Ths} 49 15,426 9.6 
.05 2nd 74 = 14,228 6.9 yh NG) teyeilss A 2c4 
.06 Receivable/inventory loans, rediscounting: % amount of C12.01 — — — — — — 
LOW! Leasing (Note) : - 220, 176,473 84.9 172, 121,836 15.5 
.08 — Maturing in 2 years: ve 248 006 24.0) ote en dee 21.9 
.O9 3/5 years: 54,498 26.2 — 51,291 31.8 
10 6/10 years: “ 4 — 54,922 26.5 — 40,898 25.4 
elit 11/15 years: 2 4 — 34,468 16.6 —_ 28,941 17.9 
Sie. after 15 years: — 13,805 6.7 — 3.0 
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C1238 


1972 1971 
RECEIVABLES-—LEASING, COMMERCIAL LOANS, ETC. Amount Amount 
— Continued No. $000’s % No. $000’s % 
Repayment by regular amortization monthly, etc. : 
% amount of C12.01 336 204,248 98.4 See ealisy( 95.6 
at maturity: is s a 3 SAIL 1.6 Wa 7,086 44 
AVerage teniimcoumatunity On GiZ2i4r ss) ee 21 months ee ee a 8 months 
“4 ee VAM AONE OORRUONICN 5 eee GU “77 months -. .. 56 months 
Doretage balance, whole posticlionS@00'S.. ~, . . « - . . a «. O12: . . . . s « 470 
Delinquencies: 
Over 30 days — instalments (Note) : % amount of C12.01 1 11 0.0 li 731 0.4 
Over 60 days — total balances: % amount of C12.01 6 894 0.4 y 2,501 15 
Default (total balances) : 
Under foreclosure, etc. action: % amount of C12.01 1 7 0.0 5 2,902 1.8 
Net estimated value of security for C12.19: % amt. of C12.19 — 7 100.0 — 1,618 55.8 
Transferred to Section C16, page 28 
Properties held for sale: % amount of C12.02 6 1,186 0.7 5 2,041 iL 
Net estimated value of security for C12.21:% amt.of C12.21 — 896 75.5 ae 1838 90.1 
Losses: 
Loss provision yr. end total (Note): % amount of C12.01 4 1,501 Oye 6 2,199 Leds 
Losses charged off in year: % amount of C12.02 . «@ 375 0.22 PON: OWE, 
Loss recoveries in year: i “ ss — 779 0.47 = = tits 
Net losses (C12.24 less C12.25) : & ii ik — (404) (0.25) 9 1,188 OPT 
Volume: 
New clients : % amount of C12.29 14 35,785 OteZ 19 13,320 40.4 
Present clients, new transactions: * i ® 26 34,143 48.8 Si nOeO Ce 59.6 
Total for year: % amount + prev. yr. 40 69,926" 1717.9 50) 63002 2144 
Present clients, term and/or amortization extended ite: : ; 
(Note): % amount of C12.29 2 3,735 De 10 17333 4.0 
Total liquidated : % amount of C12.29 im 26946 33.9 S328 85.9 
m : % amount of C12.02 ~~ = 14.4 ay = 18.3 
Average term: asta indie < a a n,m onan aa 85 months . . re 103 months . 
Pvcvage traisacvonseOU0S POR es es oe eee 4B BBO 


Commitments : 
Transactions firmly committed at yr. end: % amt. + prev. yr. 14 Se lo2 +10.0 12S G5477 —31.4 


Greater of (a) all balances outstanding $1 million and over, 
or (b) 10 largest leases and/or loans at year end. 


$1 million and over (Note) : % amount of C12.01 Ae ee. 85.5 39 107,836 66.8 
arrears: % amount of C12.36 — — — 1 2,150 2.6 


Method of recording leases: 


All capital assets leased, after deduction of unearned rentals, are recorded as normal receivables. For such leased assets, the 
excess of aggregate rentals over cost is recorded as income over the term of the lease in decreasing amounts pro-rata to the 
declining balance of the investment not yet recovered. For tax purposes, rentals are treated as income on the accrual basis and 
maximum capital cost allowance is deducted therefrom. Any resulting tax difference is recorded as deferred income tax. Gains 
arising from residual values of leased assets are reflected in earnings only when realized, except where they are contractual. 
In this case, these values are included in income. Inventory records of estimated residual values are maintained and closely 
followed. 


Notes: C12.07 —In 1972 receivables of $44,495,252 (1971 : $25,781,464) relating to 1,678 (1971: 1,148) leases of capital 
assets written by the IAC Industrial Division and/or general purpose branches are included on page 19 
Section Cé. 
C12.180 — Delinquent accounts are those where, strictly in accordance with the terms of the related contracts, any 
amount of principal and interest remains uncollected for more than 30 days. 
C12.23 —Loss provision does not include $290,000 for 1972 (1971: $203,000) with respect to properties held 
for sale, C16.17/.18 page 28. 


C12.30 — Extensions are only granted where the borrower has performed well in the past and it seems highly 
probable that he will be able to comply with the terms of the extended contract. 
C12.36 —IAC has an ethical duty to clients not to disclose their identity but, on specific requests a schedule of these 


transactions may be inspected showing on an anonymous basis: location, type of business, category, 
original term, months to maturity, original and present balances, arrears, and any special features. 
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SUPPLEMENTARY INFORMATION ON BALANCE SHEET ITEMS (continued) 


C15 RECEIVABLES — OTHER Thousands of Dollars 
1972 1971 
C15.01 Unclosed mortgage loan payments and/or combined payments receivable. . . . . {ey 169 
.02 Dealer-debit!balanGes:— .— 0 50 <e5y 0 Seer LP nn eee ees 138 105 
.03 Experience ratingragividemc =e 0 tei, re en eC 141 185 
.04 Wnrealized WiKi exchange calm 2 See ces ecm cmt sit em 492 — 
.05 Miscellaneous: 4... Sect pce leew” ame. D500 i re meee 518 420 
.06 Total oa a Geek aa! Ue Se ey 8 es eee a 1,441 879 
1972 1971 
Amount Amount 
C16 PROPERTY, VEHICLES & EQUIPMENT HELD FOR SALE No. $000’s % No. $000’s % 
Repossessions IAC Sales Financing, Retail (Note) 
Ci 0H On hand and with dealers Jan.1: % no. + prev. yr. 637 Pie NGA, —39.4 1,051 3,599 — 5.1 
02 Acquired during year: % no. of C8.14 3,895 8,650 Sal 6.799 11,098 5.7 
.03 Disposed of during year: % no. of C16.02 4,105 8,420 105.4 12N3" V2,5768 Om 
.04 On hand and with dealers Dec. 31: % no. + prev. yr. 427 2,351 — 33.0 637 2,121 —39.4 
105 Part of C16.04 subject to dealer recourse: ~~ 385 1,846 —33.2 576 1,780 —39.4 
.06 “-€16.04 IAC responsibility : a 25 981 +43.9 66 354 —56.0 
.O7 Market value of C16.06: % amount + prev. yr. — 224 +72.3 — 130 —59.4 
.08 Frequency: avge. no. of retail contracts o/s One in: One in: 
+ by no. of repossessions acquired (C16.02) 49.6 _ — 32.6, — <= 
09 % total dollar reposs. (C16.04) to retail o/s (C8.01) 7 i ee ee De ie eer Ors 7, se LP ro ee 0.40 
10. Average month-end market value of repossessions out- sat: a ie 
standing during each year: |AC responsibility only . . . . . . = 395 414 


Note — C16.06 includes 53 (1971 :5) wholesale repossessions amounting to $476,000 (1971: $13,000); their respective 
market value was $122,000 (1971: $10,000). Except for C16.07 & C16.10 all amounts represent unpaid balance 
at date of repossession. 


Estimated Estimated 
Date Type of Balance realizable possible 
acquired property December 31 value losses 
Other properties held for sale (Note) (1) (2) (3) (4) (5) 
Thousands of dollars 
C16.11 5 UaerR fy oe Pr ee ee OCS LOO Land 27 45 (18) 
AW A=) ee Sie hee 2S gk VOD, = 416 200 216 
alts ee ee eee ee ee eR! Ce OG RNG i 82 60 22 
ay ee ee A eee ones ee SESH Ha) ‘i 583 500 83 
ss Se ee ears eee ew be ‘athe | Noy T/T Motel 37 50 (13) 
16 Le a nea is, Geer at, ine Fab Wen iz Land 41 41 — 
AG Totals 1972 er ee eae Mes ei Gerais 1 oe oc 1,186 896 290 
18 Totals 1971 5 ks). pi RA. ah weak coke 2 Re Vd Oe 2,041 1,838 203 


Note: These are the properties in the hands of the appropriate companies which are legally entitled to effective ownership 
through foreclosure or other action (Page 27, C12.21). Such companies are managed by the IAC Capital Funds 
Division. The estimated realizable value (col. 4) is arrived at after assuming settlement of all first mortgages or other 
prior charges. 


Clea Summary of property, vehicles and equipment held for sale (Schedule C, page 14, no. 16) 


1972 1971 
Market F Market F 

No. value ee No. value NOS a 
Reference S000 Gia ee S000 G16 Ce 
C10.35/.37 — Consumer loans 24 HG 784 9 ) Wed 
C11.34/.36 — Mortgages residential Z gs 684 5 50 636 
C16.06/.08 — Sales financing, IAC responsibility 95 224 49.6T 66 130 32.6F 
C16.17 Col. 3 — Commercial leasing, loans, etc.* 6 1,186 — Lee 2208s — 

Total property, etc. held for sale N27 1,442 — 85 = 2,230 — 


tFrequency based on total repossessions acquired during year: i.e. average number of retail contracts outstanding divided 
by number of repossessions acquired. 


*At book value since a firm market value cannot easily be established. Reserve for estimated possible losses has been 
provided for. 
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Note: C18.20 includes net charges $208,000 in respect of wholesale (1971 : $258,000). 


TOTAL RECEIVABLES 1972 1971 
Amount Amount 
Maturities of all categories $000’s % $000’s % 
Properties held for sale (C16.19) : % Note 1,442 0.1 DG ESO O72 
Delinquencies over 30 days—instalments : o = 4d 247 1.0 eZ OS 1.0 
Sales financing wholesale (C4.01) : 215,289 W// VA HALSO) 15:6 
Income taxes recoverable: — 3,957 0.4 =< eae 
January subsequent year: 41,419 3.0 47,184 Ae 
February id 36,561 Day, 33/073 3.0 
March 34,922 2.6 32,408 2.8 
April 34,128 2n5 31,488 2.8 
May 33,269 2.4 30,166 DA 
June 33,230 2.4 30,449 Df 
July 35,638 2.6 30,049 2.6 
August 31,596 2.3 DET SNS) 2.4 
September 31,146 DS 26,901 2.4 
October 30,541 Dd 26,914 2.4 
November 29,875 22 25,965 2.3 
December : 29,256 2a 34,566 3.0 
Sub-total (C17.02 to C17.15): 635,068 46.4 565,952 49.8 
Months 13 to 24: 286,117 20.9 230,439 20.3 
Months 25 to 36: 145,563 1O,7/ 114,428 10.0 
Month 37 and after: 299,835 D&S 224,192 19.7 
Total receivables : 1,368,025 100.0 1,137,241 100.0 
Note: The percentage is calculated on the amount of total receivables (C17.21). 
1972 1971 
Amount Amount 
ALLOWANCE FOR DOUBTFUL RECEIVABLES $000’s % $000’s % 
IAC wholesale, retail, and dealer loans 
Loss provision yr. end total: % amount o/s C4.01,C8.01,C9.010 9,863 Tek: 8,877 ie23 
Losses charged off in year: % amount of 
monthly average o/s C4.02, C8.02, C9.011 Des 2 0.30 1,924 0.28 
Loss recoveries : % i iu 4 287 0.04 446 0.06 
Net losses: % 2,034 0.26 1,478 0.22 
Total retail liquidated in year 430,351 — 425,800 eas 
Total wholesale 1,074,358 — OHO a — 
Total dealer loan Dsl TAS — 5,350 _ 
otaltliquidatédi.. Gz ~~ (C18.05, C18.06, C18.07) 1,509,887 — 1,346,427 — 
% amount net losses (C18.04) of liquidated (C18.07) 0.13% 0.11% 
Total allowance for doubtful receivables 
Consumer loans (C10.19): % amount o/s yr. end 4,273 PNT 33S DD 
Residential mortgages (C11.20) : e 706 0.75 570 0.75 
Commercial leasing etc. (C12.23): 1,501 0.72 2,199 ae 
Properties held for sale (C16.16) : 290 24.45 203 595 
Sales financing (C18.01) : 9,863 Wiis! 8,877 Zs 
Total allowance: 16,633 22 16,384 “1.44 
Losses charged off Losses charged off 
1972 —$000’s 1971 —$000’s 

Net losses charged off in year Gross Recovered Net Gross Recovered Net 
Consumer loans (C10.20 to C10.22) 3,545 1 O35 2 ONOW 3,017.5 936 2039 
Residential mortgages (C11.21 to C11.23) is! 3 90 FA 6 65 
Commercial leasing etc. (C12.24 to C12.26) 375 779 (404) 1,188 — 1,188 
IAC wholesale retail incl. reposs. and dealer loans (C18.02 

to C18.04) 2,321 _287 2,034 1,924 eZA6 1,478 
Net losses (total charged off) 6,334 2,104 4,230 6,758 1,388 6,370 
% net losses charged off of quarterly avge. outstandings 0.35% 0.49% 
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ALLOWANCE FOR DOUBTFUL RECEIVABLES 
Continued 


Method of assessing doubtful receivables : 


The entire portfolio is reviewed for collectibility each month. If an account is assessed as a ‘potential loss’ the amount of such 
loss is then provided for. Every effort is then made to collect all or part of the amount still outstanding. After all collection 
possibilities have been exhausted, any balance remaining on the account is written off. The total allowance of $16.6 million 
(C18.15) is, in the judgment of management and independent public auditors, adequate to meet possible losses. In arriving 
at the provision the collectibility of all balances in every portfolio is carefully weighed (1) at Branch level, (2) then by Regional 
Managers*, (3) then by Division General Managers* and (4) if necessary, by other Executive Officers. The independent public 
auditors participate closely in this appraisal during each audit. 

*For parent company and by equivalent ranking officers for each subsidiary. 


Loss record: 11 years to Dec. 1972: 


During the IAC companies’ entire history, care in the granting of credit, wide insurance coverage, diversification of risk and of 
location have resulted in a reasonably small percentage of loss. During the 11 years ended December 31, 1972 credit losses 
have been as follows: 

Losses as a percentage of: 


Year Outstandings* Volume Liquidation 
1962 ae ae BE oa .40 AS, ed 
1963 wes ce Sa eek 44 Ban .30 
TOGA) eat: Aen Pe .46 28 coil 
1965 a te aM 2 ck ee, 46 29 oe 
1966 ee) Ue ae hom eee: 54 44 40 
1967 Ot I ad a OF 48 48 
1968 I ar. in, Pee .56 <o/ 40 
1969 ST a a a: 50 34 wi 
S57 Se ee ees ee eee Oe A3 44 
1971 ee 8), ey hae Oo 49 nose) 34 
Average per 10 years 1962/71 . . 50) 530 .36 
IOV ET ee ark a> ESRD of £310 PA 24 


*Average quarterly outstandings 


INCOME TAXES RECOVERABLE: $3,956,765 (1971: NIL ) 


This receivable comprises the recovery of $2,305,000 of income taxes paid for the year 1971 by IAC Limited (see 1972 Annual 
Report note 6 to financial statements) and $1,652,000 of taxes overpaid for 1972 by IAC Limited and certain subsidiaries. 


MARKETABLE SECURITIES: $24,247,113 (1971: $26,022,122) 


1972 Values: $O000’s 1971 Values: $000‘s 
Quoted Book Quoted Book 
IAC securities held: USike OS: 4,099 4,073 
Federal Government 6,052 6,031 6,069 6,066 
Provincial Governments — — 
Other securities 4,241 4,422 3,075 4,422 
Total held by IAC alto, 11,756 13,743 14,561 
Merit Insurance securities held: 
As authorized by the Canadian & British Insurance 
Companies Act 11,921 12,491 10,639 11,461 
Marketable securities, Total (Note) : PUSAN 24,247 24,382 26,022 


Note: Book value is stated at cost or amortized values, plus accrued interest. 


COMMERCIAL PAPER RECEIVABLE: $9,362,488 (1971: $37,478,695) 


This asset consists of promissory notes drawn in favour of IAC, issued by Canadian companies with prime credit ratings. Notes 
from most Canadian subsidiaries of foreign companies bear foreign parent company guarantees. 


Lending limits are established for such corporate borrowers with the approval of the IAC Finance Committee and the IAC 
Executive Committee of the Board. Such approval is in part based on a full, and continuing analysis of the corporate borrowers 
affairs by qualified personnel. The term rarely exceeds 90 days and the average length of credit is from 30 to 45 days. Since 


October 1961, when IAC first undertook commercial paper lending, volume has exceeded $1.7 billion and all notes have been 
collected without loss. 
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IAC LIMITED AND SUBSIDIARIES 
CASH COMMITTED FOR DEBENTURE AND PREFERRED STOCK RETIREMENT: 


C26 


C26.01 
02 
.03 


04 


C27 
C27.01 


€27.02 
203 
.04 
.05 
06 
07 
08 
09 
10 
att 
4 
13 


C28 


C28.01 
02 
03 
.04 
05 
.06 


C29 


C29.01 


02 
03 
04 
05 
.06 
Oy. 


.08 


$490,643 (1971: $441,880) 


Sinking Fund Debentures — Cash on deposit with Trustee 
1956 issue of Preferred Shares — Separate bank deposit 
1966 issue of Preferred Shares — Cash committed 


Total cash committed for debenture and preferred stock retirement (Note) 


1972 


$240,643 
$250,000 
$ —— 

$490,643 


TSZAL 


$191,880 


$250,000 
eee 


$441,880 


Note: — When preferred shares are purchased for cancellation an amount equivalent to the book value of the shares is ear- 
marked as not being available for dividend distribution pursuant to The Canada Corporations Act (see Schedule B 


No. 11, page 13). 


INVESTMENT IN LIFE ASSURANCE SUBSIDIARY: $5,553,704 (1971: $4,949,097) 


In December 1962 IAC purchased control of The Sovereign Life Assurance Company of Canada at a price of $3.8 million. All 
shares of Sovereign Life are now owned by IAC except for directors qualifying shares. The book value is arrived at as follows: 


Book value 


1962 — Cost of acquiring share capital of Sovereign Life (Note) $3,787,125 


1963 — IAC share of Sovereign’s earnings (loss) 87,869 
1964— ” ae Pats 4) is 90,694 
1965— ” aaa Ae i i g 63,929 
1966— “ ad a ‘i ~ (14,798) 
1967— “ ea y a < 20,606 
1968— “ ye {3 os - 130,000 
NICO =e oa a 5 235,580 
1970— “ ia? ¢ ss og 248,243 
a ee ke x 2 - 299,774 
1972— “* pip SH a os 604,682 

HiOtalabDOOk Vallee" ese weet one yn se $5,553,704 


(2) 
Unrecorded asset: 
Present value of 
business in force 
$1,735,676 
IGO24\ 
217,442* 
2320" 
139,148* 
58,146* 
ecovay 
NO S238 
ee o oe 
Meh ie) 
AAS tel 

$3,132,178 


(3) 
Adjusted 
earnings 

REO) (2) 
$284,110 
$308,136 
$281,249 
$124,350 
$ 78,752 
$283,075 
$405,903 
$320,758 
Sez 7,905 
$748,793. 


*Represents annual increase in the present value of future earnings from business now in force, earnings which would 


continue even if Sovereign were to cease all selling activity. 


Financial statements and certain key statistics of Sovereign Life are shown in the IAC 1972 Annual Report. 

Note: In 1967, to conform with a change in the Canadian & British Insurance Companies Act whereby the permitted minimum 
investment in qualifying shares by a shareholder-director was reduced to $250, and also to comply with a new company 
policy that such qualifying shares be fully paid, certain purchases and sales of shares took place which resulted in a 
net increase of $2,850 in the cost of acquiring Sovereign’s share capital. In 1972 the election of an additional director 
and his acquisition of fully paid qualifying shares resulted in a $75 reduction in IAC’s cost of investment in Sovereign. 


These changes are reflected on line C27.02. 


INVESTMENT IN OTHER COMPANIES: $2,194,249 (1971: $657,000) 


0, 
Name of Company ee 
Investment at cost in: 
Canborough Limited 22.0% 
International Capital Corporation Limited 35.0% 
SDI Associates Limited 3.8% 
The Sovereign Mortgage Insurance Company 40.0% 


Canadian Enterprise Development Corporation Limited 
Total investment in other companies 


LEASEHOLD IMPROVEMENTS AND PREPAID EXPENSES: $2,401,072 (1971 


Nature: 


Unamortized cost of alterations and improvements to 
(a) leased and (b) owned properties 


Unexpired insurance premiums 
Credit information contracts 
Rent 
Taxes, other than income 
Miscellaneous 

Total 
Amortization policies: 


Cost: Dollars 


1972 1 
507,000 507,000 
840,000 = 
47,250 — 
799,999 — 
= 150,000 
"$2,194,249 “$657,000 
: $1,812,299) 
Dollars 
1972 1971 
$1,966,356 $1,550,478 
287,628 180,513 
3,100 115,025 
4,471 12,144 
Ash o) |S) 33,800 
11,002 20,339 
$2,401,072 $1,812,299 


For item C29.01, (a) in the case of rented premises, in accordance with the capital cost allowances regulations of the 
Income Tax Act (Canada), costs are charged off over the longer of: 

(1) a5 year period; or (2) the life of the primary lease plus one period of extension. 
(b) in the case of owned properties, costs up to $10,000 are amortized over 5 years ; costs over $10,000 


per project are amortized over 10 years. 


31 


SUPPLEMENTARY INFORMATION ON BALANCE SHEET ITEMS (continued) 


C29 LEASEHOLD IMPROVEMENTS AND PREPAID Amount — Dollars 
EXPENSES $2,401,072 —-Continued C2901 
Amortization amounts: 1972 1971 
C29:09 - Balance deferred’ at Jamal) > Se et are Io OFS $1,361,716 
10 Additional expenditures during year 2) ab Mahe Oe, QA tina Aan een ae a 845,551 446,319 
ti) Sub-total’ 7 Gao se ae eh ae a en eee eC OOOO $1,808,035 
2. “Amortized byschance: toy Sanit ings GU tii Cyc ala ees see eran ne ne 429,673 257 Doi 
13 Balance deferred at Dec. 31 of og REAR elude Ga Oe A 1,966,356 $1,550,478 
14 Total accumulated amortization at Dec. 31 in respect ofitemsinC29.13 . . . . . . Po 92e/.916 Sig25o-ee | 
“5 “Apparent term toicompleteramontizationeG29 al S--m © 2.9 Ser 4.57 yrs. 6.02 yrs. 


C30 UNAMORTIZED DEBT DISCOUNT AND EXPENSE: 
$8,014,148 (1971: $6,058,832) 


Amortization policy : 

C30.01 Commissions, discount and other expenses incurred in connection with short, medium and long-term notes and all classes of 
debentures are deferred to be amortized over the term of the related debt instruments. If a debt instrument is exchangeable 
or prepayable at the holder’s option, the amortization term is calculated to the date of the first option. 

Amount — $000°s 


> 7972 2 ee 
Amortization amounts: 
C30.02 Balance unamortized debt discount, etc. at Jan. 1 ae. eee ee Dee ia wee es 6,059 8,429 
.03. Additional expenditures during year rae ere eo ee er eG lee lse207, TAT 
04 Sub-total: Rh 2 a nat ee a pe ee 19,356 167,339 
LOS ANNORPAOM OW CINEIGCS WO CEIAMINGSolUINING| WEA 5 85 8 GC 11,342 10,280 
.06 Balance unamortized debt discount, etc. at Dec. 31 A OR ko aE? onc, pe ee ee ee 8,014 6,059 
07” PApparent term torcomplete amonization'€30OGs = ©3010 bai een ne ee 0.7 yrs. 0.6 yrs. 
C31 PREMISES AND EQUIPMENT AT COST: 
$9,509,715 (1971: $8,944,750) 
C32 ACCUMULATED DEPRECIATION: 
$5,158,528 (1971: $4,918,790) 
1972 — $000’s 
ap) (2) (3) (4) 
Cost Accumulated Net Depn. charged 
depreciation (1) — (2) to earnings 
Description : 
C320} Land! Montreal” <5. oly cc6 pe perma ee ee on 192 — 192 — 
O27 Office bldagssMiontrealkSe Ste Olnin:s aes meinen nn 2,247 835 1,412 56 
ORT Oise SOMOS WIM 6 6 me 5 5 en 4,875 3,329 1,546 387 
04 “Automobiles.” te) a Mees eae conn a 2195 994 1,201 514 
05 Totals 1972) ie ag ee ee ee eS 5,158 4,351 957. 
06 Totals 19712 3) ee ee en 4,919 4,026 “838° 


Purchases during year: 


.O7. Purchases of fixed assets during the year amounted to $1,596,327 (1971: $1,157,672) of which $676,725 (1971 : $432,790) 
was for office equipment and furniture and $919,602 (1971: $724,882) for automobiles. Only one item purchased cost more 
than $10,000, warehouse shelving at $17,972 (1971 : desk-top computer at $11,650). 


Sales during year: 
.08 There were no significant sales in the last five years. 


Depreciation policy: 

.09 The companies charged $957,009 (1971 : $837,896) to earnings in respect of depreciation (C31.05, col. 4) but claimed for 
taxation purposes capital cost allowance of $957,891 (1971: $841,821). Tax on the excess of $882 (1971: $3,925) was 
credited to deferred taxes. 

In books Tax purposes 


oe Buildings 2.5% * 8% 
‘ates p.a. used for depreciation were: Keutcmmoniles *30% *20% 
(*denotes on declining balance) A 

Office equipment, furniture 20% *20% 
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IAC LIMITED AND SUBSIDIARIES 


10 


Ownership: 


A wholly-owned subsidiary, Premier Property Limited, owns and manages all land and buildings, but office equipment and 
automobiles are owned by the companies which actually use the assets. 


C33 EXCESS OF PURCHASE PRICE, ETC. $ NIL (1971: $ NIL) 


€ 33.01 In 1969 the excess of purchase price over book value of the former Industrial- Talcott Limited and Coastal Acceptance Corpora- 
tion amounting to $1,393,391 was written off to |AC’s retained earnings. At the same time an additional amount of $164,561 in 
respect of Premier Property Limited (previously only eliminated on consolidation) was also written off, making a total charge in 
1969 to the retained earnings of IAC, the parent company, of $1,557,952. 
CONSOLIDATED DEBT 1972 OTA 
C40 SECURED DEMAND BANK LOANS (Note) . . . . . . . 1... $ 26,527,500 $ 26,000,000 
C41 SECURED SHORT-TERM NOTES As: ats a).” RT oe AD. ee 313,925,943 248,852,051 
C47 SECURED MEDIUM-TERM NOTES 1S eee ye? es ke BI ta) eae 169,462,500 149,586,125 
C48 SECURED LONG-TERM NOTES ee ee eee Ee ee eee: ae Soil Om 8 75 312,691,313 
C50 DEBENTURES ae ie ac) | SAU 2 a ee Be 100,633,000 93,894,000 
C51 SUBORDINATED DEBENTURES Ne ee - S ee e se We eee 12,519,000 19,821,000 
C53 TOTAL DEBT a ce ee ee, Co ee ee S974 OOK Ome S OO ORG Aaa OO 
Note: Includes $1,527,500 borrowed by NFC in sterling for use of its branches in the United Kingdom, the equivalent of 
£650 converted at Cdn $2.35. 
C53.001 Cash forecasts: 
As already indicated, the procurement of funds, the organization’s basic raw material, is very carefully planned and controlled 
by the Finance Committee of IAC. The preparation and comparison of yearly and longer term forecasts of funds required is 
supplemented by quarterly, monthly, weekly and daily checks of actual positions with the relative forecasts. 
C53.002 Currency of borrowings: 
IAC and its subsidiary, NFC borrow both US and Canadian dollars. All US short-term borrowings were fully-hedged at Decem- 
ber 31, 1972. See also Note to C40. 
Significant debt covenants: 
Type of debt Test of adequacy Appx. B para. ref. Calculation 
C53.003 IAC secured notes 112.5% pledged collateral maintained DS Daily 
3.5 times ‘working funds’ 4 C53.104 
.004 IAC debentures ‘Net assets’ 200% cover 6.2 (a) Cosais 
‘Net earnings’ 3.5 times annual interest 6.2 (b) Cb53.125 
Consolidated debt 10 times equity 6.4 €b33153 
.005 IAC subordinated debentures Adjusted net worth 400% cover: 
1966 issue 8.2 eh 1h Si7/ 
1967 issue 8.2 Gass S37 
IAC equity 300% cover 8.3 Cd3ii45 
Consolidated debt 10 times equity 8.4 CosaloS 
.0O06 NFC secured notes 107.5% collateral maintained: floating charge Nile Every 7 days 
4 times ‘capital funds’, plus unsecured debt lies C53.164 
9 times ‘capital funds’ 11.4 Cisne 
.0O7. NFC debentures Net earnings 3.5 times annual interest le CbsalksZ 
4 times ‘capital funds’, plus unsecured debt lee Cocavod: 
Dividend payment and share reduction 13.4 C53.188 
.008 NR secured notes 115% collateral maintained: floating charge 18.1 Monthly 
10 times adjusted equity 18.4 Cosas 


Significant debt covenants of IAC and subsidiaries are summarized in-Appendix B (page 46). 
Tests of adequacy in respect of the covenants are calculated on a continuing basis. 
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C53.009 


CoSONO 
011 
012 
013 
014 
015 


.016 
017 
.018 


C5S70i9 
020 
021 
022 
023 
024 
025 
.026 
027 
.028 
-029 
.030 
031 
032 
033 
034 
.035 
.036 


Co3,037/ 
.038 
.039 
.040 
041 
.042 
043 
.044 
.045 
.046 
.047 
.048 


CONSOLIDATED DEBT (Continued) 
Liquidity reserve policies: 


The policy of IAC is to maintain at all times a ‘liquidity reserve’ to minimize the effects of the ebb and flow of the short-term 
money market. This reserve is made up of cash, saleable investments (C22, C23), and open bank lines. 


Millions of Canadian dollars 


1972 1971 
Liquidity reserve, December 31: IAC NFC Total IAC NFC Total 
Cash (excluding subsidiaries other than NFC): Wie 5.0 229 22.8 eal 27.9 
Saleable investments* excluding Merit (C22.04) plus C23 20.4 — 20.4 Oilee —— BileZ 
Open bank lines 202.7 34.0 236.7 204.4 33.0 237.4 
Other = = = = = = 
Total liquidity reserve Dec. 31 241.0 39.0 280.0 278.4 38.1 316:5 
% total reserve (53.014) is of total money market 
short-term borrowings (53.082) at Dec. 31 89.2% 127.2% 
High % for year: C53.014 of C53.082: Month: Feb. 143.8% Month: Sept. 154.0% 
Low Opt tee 3 on BY 3 : Month: December 89.2% Month: December 127.2% 
Average % for “ : Bae Ne is 118.8% 139.7% 
*at the lower of quoted or book value 
All debt maturities next 365 days (except debt under bank credit lines) 9 
Millions of Canadian dollars 1972 ae Total 
Canadian Pay US Pay Grand | Reserve 
IAC NFC_ Total IAC NFC Total | Total |(C53.014)* 
Maturing within 30 days at Dec. 31, 1972 WOA 5x0) Se | Ee Op WO | Wey 25 SEZ 
31 to 60 days Does Ne Woe | Wee — 11.9 89.1 140.2 
61 to 90 days SG Wael) — Ob Ws Be Wed 
91 to 180 days S03 68.0 88.) 12 — 1,2 12 $89.5) Bz 
181 to 270 days 19 54 268 2.0 ae 20 28.3 | 75.9 
271 to 365 days 6.5 lat 7G 1.0 — 1.0 8.6 74.2 
Total maturing next 365 days “ 1972 286.8 55.0 341.8 SOM OK3 SOR S777 WAZ 
A % ep OA DEA Wye3(8} SNS).8) |) Asoc! as) ye || Sisre) 6 93.5 
Volume of short-term notes 1972 935.5 WZ WV OWA8: 
< ‘, 1971 842.2 263.8 |1,106.0 
% total 1972 (C53.025) of 1972 volume (C53.027) ae 2 | 3421 % 
1971 (C53.026) of 1971 volume (C53.028) . | 30.6% 
Outstanding month-end high 1972: Month December 377.7. 74.2 
a A “low 1972: Month February 276.1 101.4 
AVGE IHU 2 ae ee ee : 314.4 89.1 
high 1971: Month December + SSO OSs0 
low 1971: Month January . 272.8 116.0 
avge. 1971: ee ee eee 298.0 106.2 
*% is On a Cumulative basis. ae 
Millions of Canadian dollars 1972 
Canadian Pay US Pay Grand 
Debt under bank credit lines: IAC NFC Total IAC NFC Total Total 
Total bank lines (page 17, C1.08): Dec. 31,1972 66.0 4/2 Oe l oeOl en ili OeZ: — V5 0x2 263.2 
Total unused lines (C53.012) : o Sy ade 34.0 SOsomln dio Or — WSOP | 2Sksy.7/ 
Total bank borrowing: (Note) : * 13.5 130. O65 ve sie Sl PO. 
Total bank lines (page 17, C1.08) : Dec. 31, 1971 65.0 ATOR 11250 — oes ||, PASS! 
Total unused lines (C53.012) : re 53.0 33.0 86.0 — 5A pez oes 
Total bank borrowing: i 12.0 140 “260 | ‘= aS — 760 
Borrowings month-end high 1972: Month: Dec. — — 2x5 — a ee rs 
i “low 1972: Month: June = — — 39 — ~- 3.9 
“ avge. 1972: _ — 6.1 — _ — 16.1 
“high 1971: Month: Dec. = ee 60 se = «ae 26.0 
“ low 1971: Month: May — = 85 — _ ee Boo 
‘ avge. 1971: = ee os = = 12.4 


Note: C53.039—See Note to C40 page 33. 


On specific request a schedule of lending bankers showing limits and usage of bank credit lines may be 
inspected. Exchange rate used to convert U.S. bank credit lines was Cdn $0.99% (1971: Cdn $100%). 
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C53 


C53.049 
.050 


C53.081 
.082 
.083 
.084 
.085 
.086 
.087 
.088 
.089 
.090 
.091 
.092 


CONSOLIDATED DEBT (Continued) 


MATURITY OF ALL DEBT _? F 
Millions of Canadian dollars: Dec. 31 


% of 

1972 Canadian Pay U.S. Pay Grand Total 

Total IAC NFC Total IAC NFC Total USWA AA 
Year of maturity: 
1974 63.4 oul 66.5 2.0 _ 2.0 68.5 53:4 
Sub-total to 1974 720 63.4 Sal 66.5 2.0 _ 2.0 68.5 53.4 
1975 1eh7/ 0.1 13.8 720 — 7.0 20.8 49.5 
1976 6.2 0.1 6.3 2.0 — ZO 8.3 4.0 
1977 32.0 0.9 3259 18.1 _— 18.1 51.0 6.2 
1978 3.6 — 3.6 — —_— — 3.6 26.7 
1979 ela 0.0 19.1 — — — WO Shi 
Sub-total to 1979 1726 138.0 4.2 142.2 29.1 — 29.1 hte CESS 
1980 15.4 0.0 15.4 — — — 15.4 {IS 
1981 17.0 — 17.0 — — —_— 17.0 15,6 
1982 lee 5:0 SL 29.8 _ 29.8 O27, levee? 
1983 7.9 — 7.9 — — — Use, 28.1 
1984 26.5 10.0 36.5 10.0 — 10.0 46.5 Sy) 
Sub-total to 1984 O20 DDN 29.2 2519 68.9 — 68.9 SVAORS) PASI 
1985 18.5 20.0 38.5 14.9 — 14.9 53.4 46.9 
1986 14.1 2 Ome OA 27.0 — 27.0 66.1 60.5 
1987 — — — 19.9 — 19.9 hoe 67.2 
1988 — Te) Uf) 10.0 — 10.0 Wee 20.1 
1989 — — — — — — — Wwe 
Sub-total to 1989 49.0 255: 81.7 337.0 140.7 — 140.7 477.7 444.0 
1990 o NOLO Se OO 17.4 — 17.4 27.4 — 
On 35.0 — 35.0 — — — 35.0 PAT o0) 
9907. 14.8 115.0 29.8 — — — 28 o 
1993 — — — — — — 14.7 
1994 — — = — _ _ — — 
Sub-total to 1994 58.5 SODet el OOr 411.8 158.1 — 168.1 O99 Mac Or” 
Foreign exchange (Note) : oo — _- — — — — — 
TOTAL DEBT AFTER1 YEAR 58.5 SOs O62 411.8 158.1 — 158.1 569.9" 48672 
Debt other than bank maturing 286.8 55.0 341.8 S81 0.8 Bowe, SWIPE SkSKs\-(6) 

next 365 days (C53.025) 

Total bank borrowings (C53.039) 13.5 13.0 26.5 — — —_ 26.5 26.0 
TOTAL SHORT-TERM DEBT 41.5 300.3 68.0 368.3 35.1 0.8 35.9 404.2 364.6 
NOTAL DEBT (C53.076, C53.079) 100.0 605.4 174.7 780.1 S72 0.8 194.0 G74 85078 


Note: C53.075 —The general policy at the present time is to hedge all US. short-term borrowings. Figures for foreign 
exchange are allocated to the year of maturity. 
C53.059 — * Niagara Realty of Canada Limited 
C53.064 — ** Includes $19,966,000 Niagara Realty of Canada Limited 
C53.069 — *** Niagara Realty of Canada Limited 


Millions of Canadian Times Leverage on Equity 

Leverage pattern — all debt: dollars Dec. 31 Average for yr. 
At Dec. 31: 1972 19:71 1972 1971 1972 1971 
Demand bank borrowings (C53.039) (Note) 26.5 26.0 Onl5 0.16 0.10 0.13 
Short-term notes 314.0 248.8 7/8 a5 5 (E52 150 
Total, excluding current part of other debt 340.5 274.8 1.90 eat 1.62 1.63 
Medium-term notes 169.5 149.6 0.94 0.93 91 0.93 
Long-term notes 351.0 Silay, 1.96 1.94 eo 2 1.95 
Total secured debt 861.0 FETA 4.80 4.58 4.45 4.51 
Debentures (unsecured) 100.6 93.9 0.56 0.59 Or 0.61 
Sub-total 961.6 831.0 psoen 6 t7 5.02 5.12 
Subordinated debt 285 19.8 0.07 Ont: 0.09 0.13 
Total debt (C53.080) 974.1 850.8 5.43 6.29 6.11 6.25 
Equity (Page 15, C64) 179.5 160.9 Times Times Times Times 


Total funds employed le S26 TON TET Equity Equity Equity Equity 
Note: C53.081—See Note to C40, page 33. 
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SUPPLEMENTARY INFORMATION ON BALANCE SHEET ITEMS (continued) 
C53 CONSOLIDATED DEBT (Continued) 


Number of months collections required to repay: 


C53.093 Net short-term debt (i.e. short-term debt,* minus cash & wholesale) 
.094 All secured debt, minus cash and wholesale 
*Consists of C53.083, plus all other debt maturing within 1 year. 


IAC secured notes: 3.5 times working funds calculation: 


C53.095 Current assets, IAC only 
.096 Current liabilities, IAC only, deduct 
.097 Balance: working capital 
.098 Dealer credit balances (Page 40, C45), add 
(ODS Sub-total 
.100 Secured term notes, deduct 
101 Working funds as defined (Appx. B, para. 4) 
NOH % i XOnO 
.103 Total secured notes, deduct 
104 Available margin: Dec. 31 (C53.102, less C53.103) 

1972 
miOS ii “+: High month-end, month of: Aug. 
106 - “+ Low month-end, month of: Dec. 
107 4 “+ Average for year 


IAC debentures: Net assets 200% cover: 
C53.108 Total shareholders’ equity, IAC only 
.109 Total all classes of debentures outstanding, IAC only 
.110 ‘Net assets’ as defined (Appx. B, para. 6.2(a)) 


111 % ‘net assets’ (C53.110) of total debentures 
112 % required to cover, deduct 
113 Available margin: Dec. 31 (C53.111, less C53.112) 

1972 
114 < “+ High month-end, month of: Dec. 
aN Aliss a “+ Low month-end, month of: Jan. 
116 ‘. “+ Average for year 


IAC debentures: Net earnings 3.5 times annual interest: 
C53.117 Gross income of IAC including dividends from subsidiaries : 
118 Interest, deduct 
.119 Administration and operating costs, deduct 
.120 Balance (C53.117, less C53.118 and C53.119) 
.121 Interest on all classes of debentures in C53.118, add back 
.122 ‘Net earnings’ as defined (Appx. B, para. 6.2(b)) 


123 Netearnings (C53.122) + Debenture interest, excluding 
subordinated (1972: $1,015,000) 


.124 No. of times cover required, deduct 
.125 Available margin: Dec. 31 (C53.123, less C53.124) 

1972 
126 ve “: High month-end, month of: Dec. 
hiza7, x “—: Low month-end, month of: Jan. 
128 “« “: Average for year 
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1971 


Nov. 
March 


1971 


Dec. 
Feb. 


1971 


Dec. 
March 


1,314,716 


614,267 
648,568 


3.1 


25 
times 


1972 
tbe mths. 


1971 


5 mths. 


22 mths. i 20 mths. 


$000’s Dec. 31 


1972 


1,142,625 
358,120 
784,505 

16,331 
800,836 
425,203 

375,633 


— 


700,449 
614,267 


685,878 


1971 


984,516 


269,674 


714,842 


16,343 


731,185 


387,200 


343,985 
/203,947 


596,507 


607,440 


653,196 


516,423 
581,992 


$000’s Dec. 31 


AO72 1971 
159,247 144,659 
98,152 TO7E7 US 
257,399 252,374 
Percentages 
300.6% 287.1% 
200.0% 200.0% 
100.6% Bre 
100.6% 87.1% 
~. B18% ee 
$000’s 
1972 1971 
LOZ AZ 97,184 
45,426 45,282 
ZO MAL 22,832 
, S1S740- 200% 
6,794 7,341 
38,368 36,411 


No. of times 


6.6 
3.5 


3.1 
2.7 


6.1 
3.5 


2.6 


2.6 


2.4 


2.5 
times 


IAC LIMITED AND SUBSIDIARIES 


C5329 
.130 
131 
1132 
133 
134 


135 
.136 
37 


.138 
139 
.140 


C 53.141 
142 


143 
144 
.145 


.146 
.147 
.148 


C 53.149 
.150 


151 
152 
.153 


154 
.155 
.156 


C53.157 
.158 
.159 
.160 
161 
162 
.163 
164 


CONSOLIDATED DEBT (Continued) 


IAC subordinated debentures: Adjusted net worth 400% cover: 


Total shareholders’ equity, IAC only 

Total subordinated debentures outstanding, IAC only 

Sub-total (C53.129 plus C53.130) 

Intangible assets, deduct 

Investment in subsidiaries as defined (Appx. B, para. 8.2), deduct 
Adjusted net worth as defined (Appx. B, para 8.2) 


% adjusted net worth of total subordinated debentures : (C53.134+C53.130) X100 


% required to cover, deduct 
Available margin: Dec. 31 (C53.135, less C53.136) 


: High month-end, month of: 
: Low month-end, month of: 
: Average for year 


IAC subordinated debentures: IAC equity 300% cover: 
Total shareholders’ equity, [AC only 
Total subordinated debentures outstanding, IAC only 


1972 


Dec. 


wan: 


% total shareholders’ equity of total subordinated debt (C53.141) +(C53.142) x 100 


Minimum cover permitted (Appx. B, para 8.3) 
Available margin: Dec. 31 (C53.143 less C53.144) 


: High month-end, month of: 
: Low month-end, month of: 
: Average for year 


1IAC debentures, including subordinated: Consolidated debt 10 times equity: 


Total debt (C53.080) 
Equity (Page 15, C64) 


Maximum number of times permitted (Appx. B, paras. 6.4, 8.4) 
Total debt (C53.149) + Equity (C53.150), deduct 
Available margin: Dec. 31 (C53.151, less C53.152) 

“+ High month-end, month of: 
: Low month-end, month of: 
: Average for year 


“a 


NEC secured notes: 4 times ‘capital funds’ plus unsecured debt: 

Niagara shareholders’ equity (‘capital funds’ per 1972 Annual Report) 
Advances to, or investments in borrowing subsidiaries, deduct 

Unqualified assets outside North America (Page 24, Note C10.01), deduct 
Borrowings ranking after secured notes, add 

‘Capital funds’ plus unsecured debt, etc. (Appx. B, para. 11.3) 

4 times ‘capital funds’, etc. (C53.161 x 4) 

Total secured notes (per 1972 Annual Report), deduct 

Available margin: Dec. 31 (C53.162 less C53.163) 
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1972 


Dec. 
Jan. 


1972 


Feb. 


Dec. 


1971 
Dec. 
Jan. 


1971 
Nov. 
March 


$000’s Dec. 31 


1972 1971 
159,247 144,659 
Azo 19,821 
171,766 164,480 
5,696 4,469 
30,001 30,001 
136,069 130,010 

Percentages 

1,086.9% 655.8% 
400.0% 400.0% 
685.9% 255.8% 
686.9% 255.8% 
263.9% 168.6% 
473.9% 208.5% 


$000’s Dec. 31 


1972 1971 
159,247 144,659 
2519 19,821 
Percentages 
1,272.0% 729.8% 
300.0% 300.0% 
972.0% 429.8% 
972.0% 429.8% 
439.0% 340.1% 
701.9% 379.2% 


$000’s Dec. 31 


1972 1971 
974,080 850,844 
179,520 160,882 


No. of times 
10.0 10.0 


5.4 5.3 
4.6 4.7 
5.2 5.2 
4.6 4.6 
5.0 4.9 
times times 


$000’s Dec. 31 


1972 1971 
34,562 31,914 
6,962 4,217 
16.500 11,200 
44,100 38,897 
176.400 155,588 
115,513 110,622 
60,887 44,966 


SUPPLEMENTARY INFORMATION ON BALANCE SHEET ITEMS (continued) 


C53 


C53.165 
.166 
167 


C53.168 
169 


.170 
Aza 
tk A2 


hh 
.174 
a PAS) 


C53:476 
oe 
Ae. 
179 


.180 
181 
182 


€53:183 
184 
mS 
.186 
.187 
.188 


CosHis9 
moO 


191 
192 
sh) 


194 
195 
.196 


C53.197 
198 
og 


CONSOLIDATED DEBT (Continued) 


NFC secured notes, etc. (continued) WS 
Available margin : High month-end, month of: June 
< : Low month-end, month of: Jan. 


: Average for year 


NFC total debt: 9 times ‘capital funds’ : 
Total debt (per 1972 Annual Report) 
Total ‘capital funds. as defined (Appx. B, para. 11.3, C53.157) 


Maximum number of times permitted (Appx. B, para. 11.4) 
Total debt (C53.168) -+ total ‘capital funds’ (C53.169), deduct 
Available margin: Dec. 31 (C53.170, less C53.171) 
1972 
: High month-end, month of: Feb. 
: Low month-end, month of: Dec. 
: Average for year 


NFC debentures: Earnings 3.5 times annual interest: 
Earnings (per 1972 Annual Report) 

Debenture interest, add 

Income taxes, add 

Available earnings: C53.176 to C53.178 


Earnings + debenture interest (C53.179 + C53.177) 
No. of times cover required (Appx. B, para. 13.2) 
Available margin: Dec. 31 (C53.180, less C53.181) 


NFC debentures: Dividend payment and share reduction: 

Earnings since December 31, 1966 

Proceeds from the sale of capital stock since Dec. 31, 1966, add 
Additional margin permitted by trust deed, add (Appx. B, para. 13.4) 
Total dividends allowable: C53.183 to C53.185 

Dividends paid since December 31, 1966 

Margin for dividend payments at end of year 


NR secured notes: 10 times adjusted equity: 
Total secured notes outstanding 
Total adjusted equity as defined (Appx. B, para. 18.4) 


Maximum number of times permitted (Appx. B, para. 18.4) 
Total secured notes (C53.189) + total adjusted equity (C53.190), deduct 
Available margin: Dec. 31 (C.53.191, less C53.192) 
1972 
: High month-end, month of: June 
: Low month-end, month of: Aug. 
: Average for year 


Consolidated debt movement summary 

Current debt less than 1 year: 

Debt other than bank (C53.025, C53.026) 

Bank borrowings (C53.039, C53.042) 
Total current debt less than 1 year 


38 


$000’s Dec. 31 


T1972" - Se 
1971 
Aug. 125,023 133,672 
Dec. 55,077 44,966 
"O4is77 84,529 
$000’s Dec. 31 
1972 1971 
132,013 cee. 
34,562 31,914 
No. of times © 
9.0 9.0 
3.8 3.8 
5.2 5.2 
NOTA 
Oct. 6.4 5.4 
Jan. 5i2 5.0 
5.3 52. 
times times 
$000’s Dec. 31 
1972 1971 
6,499 4,524 
1,068 435 
4,883 4,697 
“11,450 9,656 
No. of times 
TOW Doe? 
3.5 3.5 
UP VEZ 
times times 
$000’s Dec. 31 
1972, © hGgaee 
23,999 18,500 
1,000 1,000 
24,999 19,500 
16,850 14,000 
8,149 5,500 
$000’s Dec. 31 
1972 1971 
44,966 30,000 
eri 6,661 
No. of times 
400° acs 
6.2 4.5 
3.8 5.5 
1971 
Jan. 5.8 8.4 
Dec. 27) 5.5 
4.9 8.2 
times times 
Amount — $000’s 
1972 1971 + Prev. yr. 
SWE! 338.6 +11.5 
26.5 26.0 + 1.9 
404.2 364.6 +10.9 


IAC LIMITED AND SUBSIDIARIES 


C53 


C53.200 
Ol 
.202 
.203 
.204 
.205 
.206 
.207 
.208 
.209 
P20) 
a2 
#4 
p23, 
.214 
PANS 
216 
ANT 
.218 
9 
5220 
22 
Vas 


C43 


C43.01 


02 
03 
04 
.05 
.06 
.07 
.08 
.09 
10 


CONSOLIDATED DEBT (Continued) 


Amount — $O00‘s 


1972 WAL WS 1971 +prev. 
Debt over 1 year: IAC NFC NR Total Total year 
Medium-term notes: Outstanding Jan. 1 147.0 2.6 — 149.6 148.4 + 1.2 
fs 5 “: Issued during yr., add 87.5 5.9 — 93.4 60.2 + 33.2 
“ : Repaid during yr., deduct HHO) 0.7 — HBlf OME + 14.6 
‘ : Unrealized foreign exchg. lossdiff.,add(Note) 0.2 — Ow — + 0.2 
“ : Transferred to current (C53.197), deduct 59.6 3.6 -- 63.2 UT == 110-5 
“ : Outstanding Dec. 31 102.1 4.2 _— 106.3 75.8 + 30.5 
Long-term notes: Outstanding Jan. 1 2402 AEG 300? 31077 S12Ga,  =550:0 
as a “+ |ssued during yr., add (Note) 35.0 — 15.0 50.0 2A + 29.0 
: Repaid during yr., deduct 10.8 _ 0.0 10.8 14.5 — 37 
: Unrealized foreign exchg. gain diff.,deduct(Note) 0.9 — — 0.9 78 — 64 
: Transf’d to current (C53.197), deduct — _ — a 10.0 — 10.0 
: Outstanding Dec. 31 263.5 42.5 45.0 Soyi| 302.7 +48.3 
Debentures : Outstanding Jan. 1 S791 7.60. “ant 93.9 G6 Gay Sg 
ad : Issued during yr., add (Note) 1510 — 15 — +15.0 
: Repaid during yr., deduct 255 6.0 — 8.3 DS, + 5.4 
: Transf’d to current (C53.197), deduct 0.5 —_ — 0.5 6.0 — 56.5 
- Outstanding Dec. 31 Ob “1e0- 100.1 B70. (120 
Subordinated debentures : Outstanding Jan. 1 19.8 —_ — 19.8 BIS — 1.8 
i o : Issued during yr., add (Note) — _- — -— — 
: Repaid during yr., deduct es — os Wes 1.8 + 5.5 
: Transf’a to current (C53.197), deduct — —_ — — — — 
: Outstanding Dec. 31 i a 12.5 TOO ee a7.S 
ihotalkdebtiover Invr(C53-2055 Cbh3-2 11) Co3.2 107, © 53.221) 463.2 61.7, 45.0 569.9 486.2 + 83.7 
Notes: C53.203/.209 — Details of unrealized foreign exchange gain: page 42, C57, Column (7). 
C53.207 — Details of long-term notes issued are: 
Date of Issuing Nominal Issue Maturity Amount 
issue company Series rate price date Currency $ millions 
Sept. 1, 1972 IAC oO 8%% 100.00 Septal l9Oi Cdn 85:0 
Aug. 15, 1972 N. Realty Hoe 8%% 99.00 Aug. 15, 1982 Cdn 15.0 
C53.213 — Details of debentures issued are: 
Date of Issuing Nominal Issue Maturity Amount 
Issue company Series rate price date Currency $ millions 
Apr. 17, 1972 NFC “Bim 8% 100.00 Apr. 17, 1992 Cdn GLO) 
(1) Holders have the right to prepayment on April 17, 1977. 
C53.218 — Details of subordinated debentures issued are: 
Date of Issuing Nominal Issue Maturity Amount 
Issue company Series rate price date Currency $ millions 
Nil Nil Nil Nil Nil Nil Nil Nil 


ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 
$77,275,764 (1971: $49,560,923) 


Accounts payable to manufacturers for motor vehicles and 
other goods shipped to dealers 


Accrued interest on debt 

Credit insurance premiums payable 

Staff bonus 

Mortgagor’s tax prepayments 

Reserve for exchange on sterling 

Leased assets 

Other accounts payable 

Sub-total 

Merit Insurance Company: provision for estimated claims liability 
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Thousands of dollars 


1972 1971 
30,094 22,123 
11,620 10,084 
5,398 5,641 
428 375 
442 371 
— 279 
18,350 2,156 
7,545 5,451 
73,877 46,480 
3,399 3,081 
77,216 49,561 


SUPPLEMENTARY INFORMATION ON BALANCE SHEET ITEMS (continued) 


C44 


C44.01 
02 
03 
04 
05 
06 
.Q7 
08 


C45 


C45.01 


C54 


C54.01 


02 


03 
04 
05 
.06 
07 


Thousands of Dollars 


INCOME TAXES $918,313 (1971: $5,132,201) 1OZZ 1974 
Balance of provision at Jan. 1 See 233 
Current taxes charged against income during the year (Notes : C44.02 and C44.07) 6,496 10,369 
Other credit (Note) i= DO, 
Sub-total 11,628 11,161 
Payments to tax authorities during year excl. C44.06, deduct 8,968 6,026 
Other debits, deduct 1,652 3 
Loss carry forward relief applied (Note), deduct 280 — 
Balance of provision at Dec. 31 (Note) 918 5132 


Notes: C44.02 —The tax rate for 1972 (Page 12, No. 26) at 48.78% (1971 : 50.24%) includes deferred taxes. 
C44.03 — Refunds or overpayments of prior years set off. 
C44.06 — Overpayment, transferred to Income Taxes Recoverable (C20 page 30). 


C44.07 —Loss carry forward relief has been applied in calculating the tax liabilities of Merit Insurance Company in 1972. 
At December 31,1972 a total of $340,000 loss carry forward relief remained of which, $246,000 to be 
valid, has to be applied to earnings not later than December 31, 1974. 


C44.08 — For IAC all Federal and Provincial tax returns for all years prior to 1971, for Niagara all tax returns for all 
years prior to 1966, have been audited by the tax authorities concerned. Provision has been made, or 
settlement effected, for all proposed adjustments involving additional tax. Management and the inde- 
pendent auditors are of the opinion that the balance of the provision at December 31, 1972 (C44.08) is 
adequate to meet all probable claims for unpaid taxes for IAC and all subsidiaries. 


C58  —See Section Cb8, page 43 for details regarding ‘deferred income taxes’. 


DEALER CREDIT BALANCES: 
$16,331,550 (1971 : $16,342,748) 


The balances making up this total are only released to individual dealers against satisfactory performance. 


1972 1971 
UNEARNED INCOME-SERVICE Amount % Amount % 
CHARGES: $114,593,628 (1971: $93,891,736) $000’s $000’s 
Unearned income IAC retail sales financing: 
Total retail receivables which include 
precomputed charges: % amount of C8.01 556,030 Sez 465,720 88.1 
Balance at year end: % amount of C54.01 86,281 {lets 71,406 INSae 
1972 1971 
Receivables : $O00’s Receivables : $000‘s 
With pre- —_ Bal. % With pre- Bal. % 
Categ’y computed unear’d Col. 3+ Categ‘y computed uneard Col.7+ 
Total charges income Col. 2 Total charges income Colo 
Analysis of unearned income (1) (2) (3) (4) (5) (6) (7) (8) 
IAC Retail sales financing (C54.01/02) 637,888 556,030 86,281 155 628,57 lig 2465;,7 20 71,406 (Waves: 
Consumer loans (C10.38/39) 197,344" 1305659 26,375 20:2 178,087 103,039 20,685 20.1 
Totals (Note) 835,232 686,689) 112,656") 164 706,658 568,759 92,091 16.2 
Residential mortgages (C11.38) (Note) VST 1,801 
Total 114,593 93,892 
$000‘s $000’s 


Notes: C54.05 —% in columns (4) and (8) represents the total of unearned income (C54.03 and 04 columns (3) and (7) respec- 
tively) related to receivables with pre computed charges (C54.03 and 04 columns (2) and (6) respectively). 


C54.06 — See Note to C11.38, page 26. 
40 


C54.08 


09 


a0 


C64.11 


C54.12 


AS - 


IAC LIMITED AND SUBSIDIARIES 


Methods of computing unearned income: 


Consumer Loans: Original advances under $1,500 are governed by the Small Loans Act and interest is not precomputed. For 
original advances over $1,500, interest is precomputed. Because most of Niagara’s transactions with precomputed charges 
have different characteristics from those of retail sales finance (C.54.11) and involve higher initial costs, the sum-of-the-digits 
method is used to defer income on an account-by-account basis unearned income being always equal to the total max- 
imum rebate refundable for each individual precomputed account assuming it were paid out immediately after the close 
of any financial period. For further details on unearned income, rebates, insurance commissions, etc., see Notes C10.38, 
C10.39 on page 24. 


Regular Mortgages: Deferred income on regular mortgages arises when such mortgages are purchased from others at 
a discount. In such cases the entire discount is credited to income over the remaining term of the mortgage or over 10 years 
(whichever period is shorter) using the sum-of-the-digits method. For information on prepayment fees and rebates see 
Notes C11.01 and C11.38 on page 26. 


Combined Mortgages: The fee, 2% of the combined mortgage, is not refundable in event of prepayment. Because the term of 
the combined mortgages is limited to 5 years, (a) $35 is taken into income in the month the mortgage is written to offset an 
equal amount of closing fee paid, and (b) the balance of the 2% non-refundable fee is deferred and taken into income over 
the remaining 59 months using the sum-of-the-digits method. 


Retail Sales Financing, IAC: 


(a) Each contract has to be considered separately to ensure that adequate unearned income remains to produce the ‘cal- 
culated yield’ of income, not only over the entire life of the contract but, in particular, over the last months the contract 
is in force. This separate consideration of each contract is required mainly because of variations in the period of time which 
elapses between (i) transaction date and (ii) the first monthly ‘anniversary’ date on which the purchaser should make his 
first payment. 


(b 


~~ 


Thus (i) the total unearned income for each contract, (ii) the minimum balance of unearned income for the contract 
to be retained at each monthly ‘anniversary’ date, and (ili) the timing at which such unearned income from the contract 
is to be taken into earnings, are all determined, contract-by-contract, using an electronic computer. 


(c) In effect the procedure follows roughly these lines: 

(i) For each contract purchased a schedule of declining balances at each ‘anniversary’ date is made. The schedule 
assumes that all collections are made on each ‘anniversary’ date. The sum of these declining balances then becomes 
the ‘total outstanding one month ‘on the particular contract. 

(ii) By dividing the total service charge to be earned over the life of the contract by the ‘total outstanding one month’, 
a monthly yield per cent (‘the calculated yield’) is then worked out to 3 decimal places. 

(iii) Using this ‘calculated yield’, first the minimum retention of unearned income for the last month is obtained and 
then, using the sum-of-the-digits method, the respective minimum balances of unearned income to be retained at 
each preceding month-end are calculated. 

(iv) Since August 1970 the sum-of-the-digits method described in C54.11(c) (ili) has not been applied to new or renewal 
contracts written for terms in excess of 48 months. Forsuch contracts (mainly mobile homes and industrial equipment) 
deferred income is taken into earnings on the actuarial yield basis. 


(d) When the balance of an account is paid in full prior to maturity, earnings up to the next due date of the account are retained 
and the balance of unearned income for that contract is available as a rebate to the customer. If a balance prepaid is 
not replaced by a contract for new business, then a prepayment fee is charged (varying from 0.5% on large balances 
to 2% on small balances) calculated on the balance outstanding at the date of prepayment. Rebates granted and prepayment 
fees charged must comply with any applicable legislation. 


(e) When an extension is granted, the computer record of unearned income for the contract is adjusted to account for the 
period for which payment is extended and for the related extension fee. 


(f) All new service charges from accounts acquired during a month, all rebates granted on prepaid accounts, and all service 
charge adjustments are credited to or charged against the IAC general ledger account Unearned income. At the close 
of each accounting month the computer totals, contract-by-contract, branch-by-branch, the required minimum amounts 
of unearned income which should be retained so that all accounts still outstanding will produce either the ‘calculated’ 
or the ‘actuarial yield’ to maturity. By subtracting from the balance of ‘Unearned income’ at the end of any month the min- 
imum total required to be retained at the month-end as shown by the computer listings, the service charge income earned 
during the month is then obtained. 


Rebate Test of Unearned Service Charges: 

Because there are so many different ways of taking unearned service charges into income—with each method yielding widely 
varying results—lIAC has developed a rebate test which might enable analysts and others outside the sales finance industry 
to assure themselves of the adequacy of provisions for unearned income. 


The assumptions behind this rebate test are: 


(1) That all contracts were rebatable during the period December 26 to the next monthly ‘anniversary’ date without penalty, 
and 


(2) that, in theory, all contracts were rebated as of the opening of the first business day immediately following the year-end 
on the basis of their average ‘calculated yield’ to maturity. On an actuarial yield basis, at December 31, 1972, the average 
minimum ‘calculated yield’ to maturity was in the range of 12.50% to 12.60% per annum (1971 : range 12.90% to 13.00%). 
Because of rebates not made on ‘anniversary’ dates, of prepayment fees, of past due interest, etc. the actual yield realized 
will be greater than these minimum ranges. 
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For IAC retail sales financing receivables (C54.02) the following figures were developed 


Rebate Test: IAC Retail Sales Financing: 


1972 1971 

Unearned service charges — retail sales financing: $000’s $000’s 

At December 25 cut off date 85,687 70,872 

Period December 26/31 594 534 
Total unearned service charges (C54.02) 86,281 71,406 
Maximum theoretical rebate, deduct 90,596 (SAZG 

Balance (4,315) (3,714) 
Dealer reserve portion of theoretical rebate chargeable to dealer : 

8.6% of C54.144 (1971 : 9.5%, Note), add 7,812 7,NO2 

EXCESS over maximum theoretical rebate (Note) 3,497 3,388 
Notes: 


C54.144—Maximum theoretical rebate calculation considers the requirements of any related legislation. 


C54.146—The percentage of dealer reserve portion of theoretical rebate chargeable to dealers fell in 1972 because as 
IAC service charges were decreased, dealer participation was not proportionately decreased. 


C54.147—The excess over maximum theoretical rebate would be increased because rebates actually payable would 
usually be reduced by a prepayment fee — in other words, rarely would a customer be entitled to the maximum 
theoretical rebate unless his account is being replaced by a new contract. 


UNEARNED INCOME: CASUALTY INSURANCE PREMIUMS: $4,418,819 (1971: $4,180,646) 


Nature: 

Casualty insurance premiums received are first credited to this account and, as they are earned, are then taken into income as 

follows: 

(a) Policies sold directly to the public — 20% of the premium is immediately credited to income to cover acquisition expense 
with the remaining 80% taken into earnings on a pro-rata basis over the term of each policy. This has the effect of building 
up an ‘unearned premium reserve’ at the rate of 80% on such direct business. However, for income tax assessment pur- 
poses, at the year-end all ‘unearned premium reserves’ have to be calculated at 100% (See page 43, C58 Note). 


(6b) Other policies — The entire premium is taken into income on a pro-rata basis over the term of each policy. 


1972 1971 

Amount % Amount % 

$000’s $000’s 
Condensed operating results of Merit Insurance Company: ' 
Premiums written : % amount + prev. yr. 10,257 +6.87 9,598 —5.43 
Premiums earned: i - i 3 9,750 +2.36 9,525 —7.54 
Claims incurred: Hi “ of C55.03 6,739 69.12 6,510 68.35 
Expenses: - i i 3,288 68}. 2 3,560 Sees) 
Underwriting gain (loss) : as a zs (277) (2.84) (545) (5.72) 
Investment income — capital gains: is i * 86 0.88 14 iVpalts: 

‘4 — ordinary: : ix S 639 6.55 623 6.53 

Pre-tax earnings (loss) : * ~ i 448 “459° 190 1.99 
Income taxes (C55.12) : a 4 ii 27 0.28 11 0.11 
Earnings (loss) : 421 4.31 179 1.88 
% income taxes (C55.10) of pre-tax earnings (C55.09) .  . 603% 5.80% ow 
(Rate less than standard because of loss or loss carry forward relief) 
No. of policies in force — 000’s Wie 81 


UNREALIZED FOREIGN EXCHANGE GAIN: $7,915,693 (1971: $7,222,340) 


Unhedged medium and long-term notes payable in U.S. funds are stated at the Canadian equivalent based upon the exchange 
rate prevailing at the close of the related financial period. (See Note 11 to the 1972 Annual Report). 


Amount — Canadian $000’s 


1 O72 1971 

Proceeds Converted Unrealized Proceeds Converted Unrealized + Prev. 

as at current gain (loss) as at current gain (loss) Year 

recorded rate (1)-(2) recorded rate (4) -(5) (3-6) 

(1) (2) (3) (4) hho) (6) (7) 
Medium-term notes 19,664 19,900 (236) — — — — 236 
Long-term notes 133,347 125,196 8,151 134,063 126,841 Leip. +929 
Total 153/014 145,096 Fiohd 134,063 126,841 eee +693 


Note: Conversion rate Cdn $0.99% (1971 :1.00%). 
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C58 


C58.01 
02 


03 
04 
05 


C66 


C66.09 


Note: 
C66.12 


C67 
C67.01 


DEFERRED INCOME TAXES 
$61,156,147 (1971: $44,883,126) 


Thousands of Dollars 


1972 1971 

Balance at Jan. 1 44,883 35,953 
Deferred taxes charged against income during year, mainly for capital assets 

leased (page 27, C12.38) 16,273 8,961 

Sub-total 61,156 44,914 

Transferred to current taxes ai 31 

Balance at Dec. 31 61,156 44,883 


Note: As generally recommended by the accounting profession, during 1965 the IAC companies adopted the practice of ac- 
counting for deferred income taxes arising from claiming deductions for tax purposes in excess of charges recorded in 
the accounts of the related companies. Originally, in the case of Merit Insurance Company (page 42, C55.01 (a) ) in 
order to conform with the accepted practice in the casualty insurance industry, it was not intended to apply tax alloca- 
tion accounting to the results of Merit even when its tax loss carry forward relief was used up and its earnings became 
taxable. However in 1968, a recommendation by the Canadian Institute of Chartered Accountants caused a reappraisal 
of policy and it was decided to apply tax allocation accounting in all companies. 


COMMITMENTS UNDER LONG-TERM LEASES, ETC. 


DOPE 1971 
Annual Annual 

Long-term lease commitments : Rentals No. Rentals No. 
Branch, etc. leases expiring in 1 yr. $ 299,970 50 = 1072095 40 
2 yrs. 393,340 UE. 260,960 57 
3 yrs. 413,718 We SZIETGS 67 
4 yrs. 400,490 34 362,693 58 
5 yrs. 237, ONZ 39 161,946 25 
after 5 yrs. 526,513 39 SOAS} 19 
Total annual rental branch, etc. leases (Note) 2,271,643 Sul $1,581,005 266 
Average term of unexpired leases by number 32 months 33 months 


Note: Total annual rental branch, etc., leases (C66.07) excludes intergroup leases, $404,196 (1971 : $402,468) 
Other commitments: 


Capital Funds Division (page 27, C12.35) $18,132,000 $16,477,000 
For fixed assets _— _ 
Dealer loans (page 22, C9.12) $2,322,000 $2,206,000 


Other (Note) == = 


Pension funds — |AC has a contributory pension plan (based on retirement at age 62) covering all permanent employees with 
over one year of service, except those of the life assurance company. The pension plan is based on the average remuneration 
received over a period of five consecutive years prior to retirement to equal a ‘final earnings’ plan. This is the result of a change 
in the pension plan, effective December 31, 1971 which eliminates the need for any updating. The company’s contribution, 
excluding Sovereign Life, for 1972 amounted to $758,000 (1971 : $770,000). In addition the company contributed $237,000 
(1971: $238,000) to various government pension plans. The Sovereign Life Assurance Company of Canada has its own 
pension plan based on retirement at age 65 for employees hired prior to 1970 and at age 62 for staff engaged after December 
Sul, WSS), 


CONTINGENT LIABILITIES 


At December 31 the IAC companies were contingently liable in respect of: 
Thousands of dollars 


1972 1971 
(a) Miscellaneous claims (Note). . . . — Note Note 
(b) Pending litigation (in the opinion of legal See ie Bie appear ncuneed) vember. 2,800 8,100 
KOVR AXZASSCSSIMCIIUS bony eee A ok ear th cities Ng ae ee on. “Nil Nil 
(d) Guarantees... Se Sie al ene tee. one cee eee Nil “Nil 
(e) Repurchase a oenents ani investment dealers Rev! NP Ue eee, Te aes oh! Nil | Nil 
(f) Foreign exchange transactions (Note) eae lake Note Note 


Note: C67.01(a) — The Federal Bills of Exchange Act (ofective November 1, 1970) Sppuietes that, for certain notes taken 
with respect to a ‘consumer purchase’, the holder of such notes is subject to any defences or offsets the 
purchaser may have against the seller, or dealer. Careful screening of the quality of dealerships provides 
effective control over the likelihood of any significant consumer purchase claims arising. 

Note: C67.01(f) — Repayment of Series “S’” long term notes due in 1977 and medium term notes due in 1982 in US 
funds may give rise to an exchange difference which cannot at present be estimated. 
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SUPPLEMENTARY INFORMATION ON BALANCE SHEET ITEMS (continued) 


C68 


C68.01 
02 
03 
04 
A015; 
.06 
07 
.08 
09 
10 


C69 


C69.01 
02 
.O3 
04 
05 
.06 
07 
08 
09 


NUMBER OF OFFICES 


IAC Limited 

Capital Funds Division 

Niagara Finance Company rimited 
Niagara Realty of Canada Limited 
Niagara Realty Limited 

Merit Insurance Company 


The Sovereign Life Assurance Comoe, of Canada 


Premier Property Limited 
Total Offices . 
Total Offices . 


No. of Offices 


1972 
Dec. 31 


9:7 2 cae eee ee a een WA 
. Previous Year i 4 : 669 


Note: The above numbers reflect offices where the services of the various companies are available. 


NUMBER OF STAFF EMPLOYED: 


AC Limited 

Capital Funds Division ; 
Niagara Finance Company tasted 
Niagara Realty of Canada Limited 
Niagara Realty Limited 

Merit Insurance Company 


The Sovereign Life Assurance Contes of ene 


Premier Property Limited 
Total Staff at end of year 
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1971 
Dec. 31 


COMPARISON OF MATURITIES OF GROSS RECEIVABLES WITH PAYABLES 
at December 31,1972 


IAC LIMITED AND SUBSIDIARIES 


Appendix A 
BoC vA GES Sera Varco YEAR OF MATURITY — Millions of Dollars 
Page Type of Receivables 1978 1983 1988 After Grand 
No WIS O74 A A975 1976 IAN 1982 1987 1992 1992 Total 
18 Sales financing — wholesale PEA oyc8) — ey — _— i — — — ‘ — ZNO 
14 Sales financing — retail ZIO9 | 1310.1 79-9 20.5 10.7 PRY) 0.1 — — 606.9 
22 Dealer loans 3.9 2.8 ort Sie Sot 7a) 0.1 — — 19.4 
14 Consumer loans BOOT Foo | 20.0 5.8 0.8 — — — — L735 
25 Residential mortgages 4.1 5.4 DON) 5.8 6.1 28.8 25.8 (27 94.1 
26 Commercialloans and mortgages 7.4 7.0 3.9 350) Thad Do 1.9 0.8 0.0 Sill ee 
14 Leasing 27.8 We Zool M26 ZED A753 52.9 325 8.0 5.1 220.7 
28/30 | Other, incl. taxes recoverable 5:3 — — — — — — — — 5.3 
28 Property, etc. held for sale 1.4 — — — — _ — — — 1.4 
Total receivables: A 636.5 | 286.1 | 145.5 60.6 : 40.3 | 112.4 60.4 em eee 4.3679 — 
Type of Payables 
39/40 | Accounts payable, taxes, etc. 80.9 7.8 Sit5) 1.0 0.5 0.8 0.0 — — 94.5 
33 Demand secured notes 26.5 — = == — — — — — 26.5 
33 Securednotesotherthandemand| 377.2 | 62.5 | 18.2 8.3 41.0 SZ.23 1 l6o:2 WO — 834.5 
33 Debentures and subordinated 
debentures 0.5 6.0 2.6 — 10.0 Soe 225 20.8 — TT33 
as Total payables: B 485.1 76:3:| 24.3 9.3 SAO PTO melo a1. OO-7 es a 1,068.6 
a 1972: A less B (Note) M14 QOS s121.2 51.3 (1122) (G'S) (133-3) (88.7) | Oat 299.3 
—— 1971: A less B (Note) TASS 170.3 619| 415 | 255 |. (3) (162.6) (51.3) (14.7) 216.4 
Note: IAC and its subsidiaries also had the following assets realizable on short notice: 
1972 1971 
Cash (page 17, C1.04) $28,202,000 $30,638,000 
Marketable securities (excluding those of the 2 insurance companies) at the lower of 
quoted or book value (page 30, C22.04) 11,611,000 13,743,000 
-Commercial paper (page 30, C23) 9,362,000 37,478,000 
Total . $81,859,000 
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$49,175,000 


IAC SECURED NOTES 
1. The issue of IAC secured notes is governed by the terms of the 


Trust Indenture dated June 2, 1947, and the Eleventh Supple- 
mental Trust Indenture dated June 30, 1954. The Montreal 
Trust Company is the Trustee and notes issued under these 
indentures may be (a) series term notes (b) term notes issued 
individually, with a maturity of 10 years or less and (c) de- 
mand notes. These three types of notes rank pari passu. 


. As security, [AC must pledge and maintain at all times ‘accept- 
able collateral’ amounting to at least 112.5% of the unpaid 
principal amount of all the outstanding secured notes. Accept- 
able collateral, which may be withdrawn and substituted from 
time to time, consists of purchasers’ obligations of various 
kinds which contain a promise to pay a stated sum of money. 
None of these obligations nor any instalments thereon are to be 
in arrears for more than 90 days. IAC has 15 days to cure (a) any 
deficiency in the amount of collateral or (b) any disqualification 
of collateral because of arrears. 


3. To ensure that the 112.5% of the unpaid principal amount of 


outstanding notes is maintained at all times, IAC, under the 
Eleventh Supplemental Indenture, has assigned in favour of the 
Trustee all purchasers’ obligations acquired in the ordinary 
course of business. In the event of any default by IAC, obliga- 
tions so assigned will revert to and become vested in the com- 
pany to the extent that the total of such obligations exceeds 
112.5% of the unpaid principal amount of outstanding notes. 


. Under the terms of the Supplementary Trust Indentures in 
force the parent company, IAC, covenants that the aggregate 
principal amount of its secured notes outstanding at any time 
shall not exceed 3.5 times ‘working funds’. ‘Working funds’ are 
defined as the excess of current assets over current liabilities 
(excluding dealer credit balances) and after deducting from the 
excess, secured notes outstanding which are not current 
liabilities at the time of calculation. 


IAC DEBENTURES 
5. The issues of [AC debentures are governed by a series of Trust 


Agreements and Supplemental Indentures. The Trustee for each 
issue since 1952 has alternated between Montreal Trust Com- 
pany and The Royal Trust Company. Since December 15, 1965, 
debentures have been issued under a ‘master’ Trust Indenture 
with The Royal Trust Company as Trustee. Subsequent issues 
will continue to be governed by the terms of this Indenture and 
Supplemental Trust Indentures. 

. As long as any of the debentures remain outstanding, the Com- 
pany covenants that: 

6.1 It will not issue any unsecured obligations with a term of 

18 months or more ranking in priority to the debentures. 

6.2 It will not issue unsecured obligations with a term of 18 
months or more ranking equally with the debentures unless 
at the time of issue: 

(a) The ‘net assets’ of the company (surplus of assets over 
liabilities — assets to include the proceeds of the issue 
and liabilities to exclude all classes of outstanding 
debentures) are at least 200% of the aggregate prin- 
cipal amount of all outstanding debentures and other 
unsecured debt ranking equally with the outstanding 
debentures, including those unsecured obligations 
then proposed to be issued. 

(b) The ‘net earnings’ of the Company in any 12 conse- 
cutive months out of the 18 months preceding the 
issue are at least 3.5 times the amount required to meet 
the annual interest on all debentures then outstanding, 
and on those about to be issued, but excluding interest 
on subordinated debentures. The ‘net earnings’ of the 
Company are gross income from all sources less all 
administration and operating costs, charges and 
expenses of every kind and all taxes (other than income 
and profits taxes) and all interest charges except the 
interest on all classes of outstanding debentures, in- 
cluding subordinated. 
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SIGNIFICANT DEBT COVENANTS IAC AND SUBSIDIARIES 


Appendix B 


A specific exception is made for Purchase Money Obliga- 
tions used to acquire property or assets other than cash. 


6.3 No debentures ranking equally with existing debentures 
will be issued with a maturity date prior to February 15, 
1982. 


6.4 Consolidated indebtedness of IAC and its subsidiaries in 
respect of any and all debt whatsoever shall not exceed 10 
times the sum of paid-up capital, the capital surplus, and the 
accumulated consolidated retained earnings. 


IAC SUBORDINATED DEBENTURES 
7. The issues of IAC subordinated debentures are governed by a 


Trust Agreement and Supplemental Indenture with the National 
Trust Company, Limited. There are two issues outstanding and 
future issues will continue to be governed by the terms of this 
Indenture and Supplemental Trust Indentures. All debt senior to 
the subordinated debentures must be fully serviced before the 
principal, premium (if any) and interest on any subordinated 
debentures may be paid. 


8. As long as any of the 1966 and 1967 issues of subordinated 


debentures remain outstanding, the Company covenants that: 


8.1 It will not create or issue any ‘subordinated funded debt’ 
(indebtedness of the Company for borrowed money 
maturing 18 months or more from date of issue expressly 
subordinated to any other indebtedness of the Company for 
borrowed money) ranking prior to subordinated deben- 
tures. 


8.2 It will not create or issue any subordinated debentures or 
other subordinated funded debt ranking equally with the 
1966 subordinated debentures unless at the time of issue: 

The ‘adjusted net worth’ of the Company is at least 
400% of the aggregate principal amount of all subor- 
dinated debentures and other subordinated funded 
debt ranking equally therewith. The ‘adjusted net 
worth’ of the Company is the aggregate of the paid-up 
capital, capital surplus, and accumulated retained 
earnings, p/us the subordinated funded debt out- 
standing*, /ess intangible assets and /ess the Com- 
pany’s investment in any subsidiary having borrowings 
from others than the Company that mature more thar 
18 months after date of issue. 


8.3 It will not declare or pay any dividend on its common 
shares, nor willit make or effect any reduction orredemption 
of the capital stock, except pursuant to preferred shares 
purchase fund operations, which would reduce the paid-up 
capital, capital surplus and accumulated retained earnings 
of the Company below 300% of the aggregate amount of 
all outstanding subordinated debentures and other subor- 
dinated funded debt ranking equally therewith. 


8.4 As stated in para. 6.4, consolidated indebtedness in 
respect of any and all debt whatsoever shall not exceed 
10 times the sum of the paid-up capital, the capital surplus 
and the accumulated consolidated retained earnings. 


NIAGARA SECURED NOTES 
9. The issue of Niagara Finance Company Limited secured notes 


is governed by a Trust Indenture dated March 2, 1964 as 
amended by a First Supplemental Trust Indenture dated 
April 15, 1964. All notes are secured equally and rateably by a 
first floating charge upon all collateral owned by the Company. 
The Royal Trust Company is the Trustee and notes issued 
under these indentures may be (a) series term notes (b) term 
notes issued individually, with a maturity of 10 years or less 
and (c) demand notes. These three types of notes rank pari 
passu. 


*For all Series other than that of 1966, the net proceeds of the issue has 
to be added to subordinated funded debt already outstanding. 


IAC LIMITED AND SUBSIDIARIES 


10. The security consists of all paper arising out of all financial and 


ADU 


commercial transactions entered into in Canada by Niagara, 
or by any of its subsidiary companies, in the ordinary and usual 
course of its business and operations. 


As long as any of the notes remain outstanding : 


11.1 No charges may be created which rank ahead of or pari 
passu with the notes unless the outstanding notes are 
equally and rateably secured. 


11.2 The amount of collateral subject to the first floating 
charge* will at all times be maintained at a value of at 
least 107.5% of the amount of unpaid principal of all 
secured notes outstanding. 


11.3 The aggregate principal amount of Niagara secured notes 
shall not at any time exceed 4 times the sum of: 

(a) the amount of Niagara’s ‘capital funds’ (paid-up 
capital, capital surplus and accumulated retained 
earnings), minus the amount of (1) advances to or 
investments in both domestic and non-domestic sub- 
sidiaries which themselves borrow funds and (2) 
assets outside North America other than short-term 
money market investments; plus 

(b) the amount of all borrowings ranking after the secured 
notes. 


11.4 The consolidated borrowings of Niagara and its subsidiary 
companies are not permitted to exceed 9 times the 
‘capital funds’ of the company and its subsidiary com- 
panies on a consolidated basis. 


NIAGARA DEBENTURES 
12. The issue of these debentures of Niagara Finance Company 


Limited is covered by a Trust Agreement with the Guaranty Trust 
Company of Canada dated June 30, 1967. The agreement 
provides for a series of debenture issues. Series A, the first 
issue, with a coupon of 7%%, was made on June 30, 1967, 
and redeemed on June 30, 1972. Series B was issued on 
April 17, 1972 to mature on April 17,1992. Holders have 
the right to prepayment on April 17, 1977. 


13. As long as any of the Series B issue is outstanding Niagara 


covenants that: 


13.1 It will not create or issue any indebtedness for borrowed 
money ranking ahead of the Debentures other than 
Secured Notes, and Purchase Money Obligations -—i.e. 
any security, other than cash, given or assumed upon 
acquiring any property or asset. 


13.2 It will not create or issue any additional debentures or 
other funded obligations ranking equally with the deben- 
tures, unless in any 12 consecutive months out of the 18 
months preceding the date of the proposed issue, the 
‘Available Net Earnings ’are at least 3.5 times the amount 
required to meet the annual interest on all debentures 
(including those about to be issued) and other funded 
obligations ranking equally. ‘Available Net Earnings’ 
means the gross income of the Company from. all 
sources less administration and operating costs, expenses 
and charges of every kind (except interest on the deben- 
tures or other funded obligations ranking equally therewith 

_-or subordinated thereto) and all taxes, except taxes 
on income. 


13.3 The aggregate principal amount of secured notes of the 
Company will not exceed: 4 times the total of the 
‘Capital Funds’ of the Company (as defined in para. 
11.3(a)) plus the aggregate of the principal amount of 
outstanding debentures and all other indebtedness for 
borrowed money ranking after the secured notes. 


*Collateral is calculated net of the related allowance for doubtful 
receivables. 


47 


Appendix B 
(continued) 


13.4 Niagara will not declare or pay any dividends on its 
capital stock (other than stock dividends), nor will it 
reduce or redeem any of its share capital except for sink- 
ing fund purposes if, the aggregate amount of dividends 
declared or paid, together with all such reductions or 
redemptions of its share capital so made, exceeds the 
sum of: (a) the aggregate amount of net earnings subse- 
quent to December 31, 1971, p/us (b) the proceeds from 
allsales of capital stock after that date, o/us (c) $1,000,000. 


13.5 The consolidated indebtedness for borrowed money of 
Niagara and its subsidiaries will not exceed 9 times the 
Capital Funds of the Company and its subsidiaries on a 
consolidated basis. 


14. In addition to borrowing by way of secured notes and deben- 
tures, loans of a temporary nature are made to Niagara from 
time to time by IAC Limited on simple promissory notes which 
are unsecured. 


NIAGARA REALTY OF CANADA SECURED NOTES 


15. The issue of secured notes by Niagara Realty of Canada 
Limited (NR), formerly Niagara Mortgage & Loan Company 
Limited, is governed by the terms of a Deed of Trust and 
Mortgage dated December 1, 1970. This agreement provides 
for a series of notes to be issued from time to time under 
Supplemental Trust Indentures. Three issues are outstanding. 


16. The Trustee is The Canada Trust Company. All notes issued or 
to be issued, are secured equally and rateably by a first floating 
charge upon all the assets of NR and its subsidiary Niagara 
Realty Limited. Thus NR cannot issue any other type of 
security ranking prior to, or equally with its secured notes. 


17. On the three series of notes issued to date punctual payment 
of principal, interest and any premium is unconditionally 
guaranteed by IAC, the parent company. Furthermore, should 
NR cease to be a subsidiary of (a) IAC or (b) a company of 
which IAC is a subsidiary or (c) acompany which is a subsidiary 
company of IAC then, on the request of any holder of the notes, 
NR will refund the related principal and accrued interest not 
later than 150 days after such cessation. 


18. As long as any secured notes remain outstanding, NR cove- 
nants that: 


18.1 The amount of ‘collateral’ (less allowance for doubtful 
receivables) subject to the first floating charge will at all 
times be maintained at a value of at least 115% of the 
amount of unpaid principal of all secured notes out- 
standing. Deferred income, or unearned charges, or 
‘reserves’ are not deducted in arriving at the amount of 
collateral. 


18.2 If NR is already in default, or would by so doing become 
in default, NR will not: 

(a) pay or distribute any dividends on its capital stock 
(other than stock dividends) ; 

(b) purchase, redeem or reduce any of its share capital 
(unless made out of the proceeds of a concurrent or 
prior issue of shares) ; 

(c) retire or pay interest on any indebtedness ranking 
after the secured notes. 


18.3 Subsidiary companies whose notes may be included in 
collateral will not be permitted to borrow except from 
NR. 


18.4 NR will not issue secured notes in an amount exceed- 
ing 10 times the sum of (a) its paid-up capital, (b) its 
capital surplus, and (c) its accumulated retained earnings, 
minus (d) total investments in and advances to subsi- 
diaries that have borrowed money from sources other 
than NR. 

19. In addition to issuing secured notes, NR proposes to con- 
tinue to borrow from IAC on an unsecured basis and may, in the 
future, borrow from third parties by the issue of unsecured 
obligations. 


PREFERRED AND COMMON STOCK & OPTIONS 


PREFERR 


ED STOCK - 4%% CUMULATIVE REDEEMABLE 


SHARES OF $100 EACH. 


1. The following are the significant matters relating to the 


4%% preferred stock of IAC, the parent company: 

1.1. Date of issue — January 17, 1955. 

1.2 Number of shares authorized — 100,000 shares of 
$100 each. 

1.3 Number of shares outstanding — 

Number of shares 
: Amount 
Year Outstanding Redeemed Outstanding 
Jan.1 Dec. 31 in year Dec. 31 

1968 66,291 64,417 1,874 $6,441,700 

1969 64,417 62,885 O87 $6,288,500 

1970 62,885 HO. VAS: 5,962 $5,692,300 

1971 56,923 HSS ils LAC $5,581,300 

1972 HOGI 54,316 17497 $5,431,600 

Total shares redeemed 1968/72 11,975 

1.4 Redemption: open market — IAC may redeem 
preferred shares by purchase in the open market at a 
price not exceeding the then prevailing redemption 
price. During each calendar year IAC is obligated to 
set aside $250,000 for the purchase of its preferred 
shares in the open market: 

(a) If sufficient shares were not available for 
purchase during any year, any amount neces- 
sary to bring the unexpended balance of the 
IAC preferred stock purchase fund up to 
$250,000 must be provided. 

(b) The cost of any shares purchased in anticipa- 
tion of the redemption requirements of a 
subsequent year may be applied in reduction 
of the $250,000 preferred stock purchase fund 
for that subsequent year. 

1.5 Redemption: other — By resolution of the Board of 
Directors, all or any part of these preferred shares 
may be redeemed at any time. Thirty days notice 
must be given. After March 1, 1967, the redemption 
price is 101%. 

1.6 Voting powers — Each 4%% preferred share entitles 
its holder to one vote at any meeting held by IAC 
shareholders. 

1.7. Voting in case of default — Default in dividend 
payments for an aggregate of 6 quarterly dividends, 
or failure to set aside funds for the preferred stock 
purchase fund entitles preferred stockholders at 
the annual general meeting of shareholders to 
vote, separately and exclusively as a class, to elect 
3 of IAC’s directors. 

1.8 Issue of prior or equal ranking shares — No issue 


of preferred shares ranking prior to this 1955 issue 
may be made without the sanction of the preferred 
shareholders. In addition no issue of equal ranking 
preferred shares may be made without the sanction 
of the preferred shareholders unless one of the two 
following conditions are met: 
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Appendix C 
(a) 


the proceeds of the new issue are to be used 
to redeem the then remaining shares out- 
standing in the 1955 issue; or 

(b') “the aggregate amount of the paid-up capital 
stock and surplus of the Company and the 
preferred shares then proposed to be issued 
is at least three (3) times the aggregate 
amount of outstanding 4%% preferred shares, 
outstanding preferred shares ranking equally 
therewith, and the preferred shares then 
proposed to be issued; and” 


“the net earnings... of the Company for 
any twelve (12) consecutive months of the 
eighteen (18) months immediately preceding 
the date of issuance have been at least four (4) 
times the amount required for payments of the 
annual dividends on outstanding 4%% pre- 
ferred shares, outstanding preferred shares 
ranking equally therewith, and the preferred 
shares then proposed to be issued.” 


Rights, preferences, priorities, etc. — No modifi- 
cations may be made unless sanctioned by at least 
two-thirds of the holders of the 4%% preferred 
shares. 


PREFERRED STOCK — 5%% CUMULATIVE REDEEMABLE 
SHARES OF $25 EACH. 


2. The following are the significant matters relating to the 


5%% preferred stock of IAC, the parent company: 
2.1 Date of issue — May 16, 1966. 
2.2 Number of shares authorized — 600,000 shares of 
$25 each. 
2.3 Number of shares outstanding — 
Number of shares 
5 Amount 
Year Outstanding Redeemed Outstanding 
Jan.1 Dec. 31 in year Dec. 31 
1968 596,070 589,157 6913" 31457283925 
1969 589,157 577727 1,430 $14,4437175 
1970 DVT 2h 565,977 11,750 $14,149,425 
1971 565,977 550,577 + 15,400 $13,764,425 
NOZZ 550,577 548,517 2 O60 Sis 7a22925 
Total shares redeemed 1968/72 47,553 
2.4 Redemption: open market — IAC shall, in each year 


commencing with the year 1968, use as a non- 
cumulative purchase fund the amount of $300,000 
for purchasing shares on the open market at a price 
not exceeding $25 per share plus cost of purchase. 
(a) If sufficient shares in the amounts required 
within the price limit specified have not been 
available for purchase in the year 1968 or any 
year thereafter, the company may expend 
within 90 days after the year-end an amount 
equal to that which should have been expended 
during the year. 
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2.6 


Veg | 


2.8 


(b) If sufficient shares are still not available for 
purchase as provided above, then IAC must 
set aside in the books of the Company an 
amount equal to that which should have been 
expended to complete the requirements of the 
purchase fund for the year concerned. Any 
sums so set aside or expended shall not be 
taken into account in calculating the require- 
ments for the purchase fund for the then 
current year or any subsequent year. 


(c) IAC may at any time anticipate the whole or 
any part of its purchase fund obligations by 
purchasing for cancellation (within the price 
limit specified) its 5%% preferred shares on 
the open market and applying the purchase 
price in reduction of future purchase fund 
obligations. 


Redemption: other — By resolution of the Board of 
Directors all or any part of the IAC 5%% preferred 
shares may be redeemed at any time. Thirty days 
notice must be given. Redemption prices are as 
follows: 


Redemption date 
On or before May 15, 1977 
After May 15, 1977 


Redemption price 
$26.50 
$26.25 less 


25¢ per share for 

each expired year 
thereafter until 
May 15, 1981 


After May 15, 1981 $25.25 


Voting powers — The holders of 5%% preferred 
shares are not entitled to vote at any meeting of 
IAC except as stated in 2.7 below. 


Voting in case of default — Default in dividend 
payments for an aggregate of 6 quarterly dividends, 
or failure to set aside funds for the 5%% preferred 
stock purchase fund, entitles the preferred stock- 
holders to receive notice of all meetings and to 
attend and vote in respect of any matter coming 
before the meeting. Should IAC redeem all the 
outstanding 1955 issue of 4%% preferred shares 
and thereafter be in default, the holders of the 
5%% preferred shares are entitled to vote, separately 
and exclusively as a class, to elect 3 of IAC’s 
directors. 


Issue of prior or equal ranking shares — No issue 
of preferred shares ranking prior to this 1966 issue 
may be made without the sanction of the 5%% 
preferred shareholders. In addition, no issue of 
equal ranking preferred shares may be made without 
the sanction of the 1966 5%% preferred share- 
holders unless one of the two following conditions 
are met: 


(a) the proceeds of the new issue are to be used to 
redeem the then remaining 1966 5%% pre- 
ferred shares outstanding; or 
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(b') the aggregate amount of the paid-up capital 
stock and surplus of the Company and the 
preferred shares then proposed to be issued is 
at least two (2) times the aggregate amount of 
the outstanding 1966 5%% preferred shares 
ranking equally therewith, and the preferred 
shares then proposed to be issued; and 


(b2) the net earnings. ..of the Company for any 
twelve (12) consecutive months of the 
eighteen (18) months immediately preceding 
the date of issuance have been at least three 
(3) times the amount required for payments 
of the annual dividends on the outstanding 
1966 5%% preferred shares, outstanding 
preferred shares ranking equally therewith, 
and the preferred shares then proposed to be 
issued. 


2.9 Rights, preferences, priorities, etc.— No modifications 
may be made unless sanctioned by at least two- 
thirds of the holders of the 1966 5%% preferred 
shares. 


COMMON STOCK 


Note: Effective May 5, 1969, the common shares were 
subdivided on a 2 for 1 basis. All figures prior to 1969 
relating to common shares have been adjusted in this 
section(items 3 to 20) to reflect this subdivision. 


-» Twenty million IAC common shares are authorized for 


issue, each without nominal or par value. The number of 
common shares outstanding follows: 


Number of Shares 


: Amount 
Year Outstanding Issued Outstanding 
Jan. 1 Dec. 31 ee Dec. 31 
1968 11,948,622 11,977,828 29,206 $31,384,136 
1969 11,977,828 12,060,587 82,759 $32,322,154 
1970 12,060,587 12,131,720 71,133 $33,152,903 
1971 12,131,720 12,306,118 174,398 $35,279,421 
1972 12,306,118 12,988,399 682,281 $43,851,781 


Total shares issued 1968/72 MOSS V7 


PERSONNEL STOCK PURCHASE PLAN 


4. This plan was set up in 1957. Under the plan 400,000 


common shares (adjusted for stock splits) were set 
aside for employees of the IAC companies who have had 
3 years or more of service. [f specially authorized, 
senior advisory or supervisory employees with less than 
3 years service may participate. 


. Shares are issued each year under this plan at a price 


equal to 90% of the price per share of the last board 
lot sale on the Montreal Stock Exchange on the last 
business day of December in the preceding year. 
Qualified employees may subscribe for shares up to 
10% of their annual salary, plus any bonus earned. 


PREFERRED AND COMMON STOCK & OPTIONS 


6. 


Transactions during the period 1968 to 1972 are sum- 
marized below: 


Shares reserved nee Price 
Year Jan. 1 Dec. 31 (2)-(3) of issue 
(1) (2) (3) (4) (5) 
1968 216,520 200,464 16,056 $ 9.00 
1969 200,464 185,332 Ae oz SH AS 
1970 185,332 174,555 10,777 $13.39 
1971 N45 55 Ue pt xs} SESS $15.18 
IZ OS OS 140,383 18,775 $17.32 
Total shares issued 1968/72 TNS) esi7/ 


1967 STOCK OPTION PLAN 


a 


On July 26, 1967 the Board of Directors of IAC authorized 
the reservation of 160,000 common shares of IAC for 
issue to senior personnel of the [AC companies. Shares 
allotted in July 1967 were priced for issue at $10%, equiv- 
alent to 90% of the price of the last board lot sale on the 
Montreal Stock Exchange on July 25,1967. Such options 
were exercisable at the rate of 25% per annum during 
each of the 4 years beginning July 26, 1968 and ended 
on July 26, 1972. Options granted subsequent to July 
1967 were made at the higher of $10% per share, or a 
price per share equal to 90% of the price of the last board 
lot sale on the Montreal Stock Exchange on the day next 
preceding the day the option was granted. Options for 
5,450 shares not granted, expired on July 26, 1972. 


8. Transactions during 1968/1972 are summarized below: 


Year 
(1) 
1968 
1969 
1970 
1971 
1972 


Options granted 
Shares reserved 2 : 


(expired & available Shares Option 
Jan. 1 Dec. 31 for future options) issued Price(s) 

(2) (3) (4) (5) (6) 
160,000 147,050 (6,400) 12,950 $10% 
147,050 113,843 VO 337207, $11%-125/¢ 
113,843 80,967 1,200 32,876 $13.17 

80,967 29,166 1,400 51,801 $16.42%-16.65 
29,166 — 23,716 
Total 13,350 154,550 


1973 STOCK OPTION PLAN 


9. 


10. 


Year 


(1) 
1972 


On November 22, 1972, the Board of Directors of IAC 
authorized the reservation of 100,000 common shares of 
IAC for issue to officers and certain senior personnel of 
the IAC companies as determined by the Board. Shares 
allotted were priced at $18.79, equivalent to 90% of the 
price of the last board lot sale on the Toronto Stock 
Exchange on November 21, 1972. Such options are 
exercisable not later than December 31, 1973. 


Transactions during 1972 are summarized below: 


Shares reserved 
Jan. 1 Dec. 31 
(2) (3) 


nil 100,000 


Shares 
issued 


(5) 
nil 


Options 
granted 
(4) 


95,650 


Option 
Price 


(6) 
$18.79 


WARRANTS 


11. 


On August 15, 1966, $15,000,000 of 6%% Subordinated 
Sinking Fund Debentures Series 1966 were issued in 
interim form to be exchanged for debentures in definitive 
form after August 15, 1967 and before August 15, 1968. 
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Twenty (20) warrants were attached to each $1,000 of 
face value definitive debentures issued. From the date of 
issue of the definitive debentures up to August 14, 1974, 
each warrant entitles the holder to purchase two 
common shares of [AC for each warrant at a price of $12.50 
per share. The warrants are detachable on receipt of 
definitive debenture certificates. 


If all warrants were exercised over the 6 year period 
beginning August 15, 1968, then 600,000 additional 
common shares would be issued for a consideration of 
$7,500,000. 


Appropriate adjustments will be made to protect the 
holders of warrants against dilution of their purchase 
rights in the event of any subdivision, consolidation or 
reclassification of the common shares of IAC. 


Shares reserved for conversion of warrants and any 
relevant transactions during 1968 to 1972 are summarized 
below: 


Shares reserved 


Shares 

Year Jan. 1 Dec. 31 issued 
(1) (2) (3) (4) 
1968 600,000 599,800 200 
1969 599,800 599,460 340 
1970 599,460 599,420 40 
1971 599,420 598,300 1,120 
1972 598,300 510,780 87,520 
Total shares issued 1968/72 89,220 


CONVERSION PRIVILEGES 


15. 


16. 


17. 


18. 


On November.1, 1967 $10,000,000 of 7% Convertible 
Subordinated Debentures Series 1967 were issued. 
These debentures were and in part are convertible into 
common shares of IAC as follows: 


Conversion rate Equivalent 
per $1,000 price per 
Date of conversion principal amount share 
On or before 
October 31, 1972 80 common shares $12.50 


Thereafter and on or before 


October 31, 1977 70 common shares $14.28% 


Conversion is without adjustment for accrued interest or 
dividends, but subordinated debentures converted into 
common shares prior to a dividend record date qualify for 
the appropriate common share dividends. 


The holders of the Convertible Subordinated Debentures 
will have their conversion rates and privileges appro- 
priately protected in the event of any subdivision, 
consolidation or reclassification of the common shares of 
IAC. 


Between November 1, 1967, and October 31, 1972, 
718,960 common shares were issued in substitution for 
the subordinated debenture debt of $8,987,000. If the 
balance of $1,013,000 debentures were converted on or 
before October 31, 1977, then additional 70,910 common 
shares of IAC would be issued. The next paragraph 
indicates that after October 31, 1972, 910 such shares 
were issued in 1972. The 70,000 shares reserved at year 
end are the equivalent of $1,000,000 subordinated de- 
benture debt. 
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19. Shares reserved for conversion of the 1967 subor- 
dinated debentures and any relevant transactions during 
1968/1972 are summarized below: 


Year 
(1) 
1968 
1969 
1970 
1971 
W/Z 
A OZ. 


Shares reserved 


Jan. 1 Dec. 31 

(2) (3) 
800,000* 800,000* 
800,000* 760,920" 
USS: VAN 738,480* 
738,480* 632,400* 
632,400* -— 

— FOO0OF* 


Total shares issued 1968/1972 


‘Shares 
issued 


(4) 


34,080* 
27,440* 
106,080* 
551,360* 
910" * 


719,870 


*At the conversion rate of 80 common shares per $1,000 principal amount. 
** At the conversion rate of 70 common shares per $1,000 principal amount. 
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TOTAL COMMON SHARES RESERVED 


20. Total common shares 
December 31, in each of the years 1968 to 1972, as 
shown on page 16, Note 3, were as follows: 


Name of Plan 


Appendix C 
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reserved for possible issue at 


Personnel 1967 Warrants Conversion 

Stock Stock (Para.14 Sub. 
Dec. 31 Purchase Option Col. 3) Debs. Total 

(Para. 6 (Para. 8 (Para. 19 Shares 

Coles) Colys) “COlNS) Reserved 
1968 200,464 147,050 599,800 800,000 1,747,314 
1969 185,332 113,843 599,460 765,920 1,664,555 
1970 174,555 80,967 599,420 738,480 1,593,422 
1971 159,158 29,166 598,300 632,400 1,419,024 
1972 140,383 100,000+ 510,780 70,000 821,163 


41973 Plan. (Para. 10 Col. 3) 


Banks with which lines of 
credit are established 


Canada 


The Royal Bank of Canada 

Bank of Montreal 

Canadian Imperial Bank of Commerce 
The Toronto Dominion Bank 

Bank Canadian National 

The Provincial Bank of Canada 

The Mercantile Bank of Canada 

The Bank of Nova Scotia 

Bank of British Columbia 


U.S.A. 


Morgan Guaranty Trust Company of New York 


Continental Illinois National Bank and 
Trust Company of Chicago 


The Chase Manhattan Bank NA 

The First National Bank of Chicago 
Bankers Trust Company 

First National City Bank 

Chemical Bank 

Crocker National Bank 

Irving Trust Company 

Manufacturers Hanover Trust Company 
Marine Midland Bank—Western 
National Bank of Detroit 

National Bank of North America 
Security Pacific National Bank 

Wells Fargo Bank NA 

French American Banking Corporation 
Schroder Trust Company 

The Northern Trust Company 

The Bank of New York 


Transfer Agents 


Common Stock 
Montreal Trust Company 
Montreal, Toronto, Regina, Calgary and Vancouver 


The Bank of New York 
New York 


Preferred Stock 


The Royal Trust Company 
Montreal, Toronto, Regina, Calgary and Vancouver 


Registrars 


Common Stock 
Canada Permanent Trust Company 
Montreal and Toronto 


The Royal Trust Company 
Regina, Calgary and Vancouver 


The Bank of New York 
New York 


Preferred Stock $100 Par Value 


Montreal Trust Company 
Montreal, Toronto, Regina, Calgary and Vancouver 


Preferred Stock $25 Par Value 


Guaranty Trust Company of Canada 
Montreal, Toronto, Regina, Calgary and Vancouver 


Stock Listings 


Montreal Stock Exchange 
Toronto Stock Exchange 


Vancouver Stock Exchange / Common Stock only 


Auditors 


McDonald, Currie & Co. 
Toronto, Chartered Accountants 
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